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'%'5�92�4QG�����
x OLPLWHG�GLYHUVLILFDWLRQ�RI�DVVHW�DQG�OLDELOLW\�VWUXFWXUHV�DV�ZHOO�DV�WKH�LQVWLWXWLRQDO�VWUXFWXUHV�RI�WKH�ILQDQFLDO�VHFWRUV�DQG�WKHLU�FRQWLQXHG�GRPLQDWLRQ�E\�UHODWLYHO\�XQVRSKLVWLFDWHG�FRPPHUFLDO�EDQNV�x D�KLJK�UDWLR�RI�QRQ�SHUIRUPLQJ�ORDQV�DVVRFLDWHG�ZLWK�GLUHFWHG�FUHGLWV�� HVSHFLDOO\�ZKHQ�WKHVH�ORDQV�DUH�JUDQWHG�WR�SXEOLF�HQWHUSULVHV�DQG�DUH�SDUWO\�SROLWLFDO�LQ�QDWXUH�x SUHVVXUHV�RQ�WKH�SURILWDELOLW\�DQG�WKH�FDSLWDO�EDVH�RI�EDQNV�EHFDXVH�RI�KLJK�DQG�XQGHU�UHPXQHUDWHG�UHVHUYHV�DQG�VXEVWDQWLDO�QRQ�SHUIRUPLQJ�ORDQV�x D�ODUJH�SURSRUWLRQ�RI�LQWHUPHGLDWHG�GRPHVWLF�VDYLQJV�EHLQJ�SUH�HPSWHG�IRU�JRYHUQPHQW�XVH��IRU�H[DPSOH��YLD�KLJK�UHVHUYH�UHTXLUHPHQWV�DQG�FDSWLYH�VDOHV�RI�JRYHUQPHQW�VHFXULWLHV�DQG�YLD�VHLJQLRUDJH�DQG�LQIODWLRQ�WD[�PHFKDQLVPV��x VHULRXV�FRQVWUDLQWV�RQ�WKH�SRVVLELOLWLHV�RI�RSHQLQJ�XS�WKH�FDSLWDO�DFFRXQW�RI�WKH�EDODQFH�RI�SD\PHQWV�GXH�WR�WKH�OLPLWHG�UDQJH�RI�ORFDO�ILQDQFLDO�SURGXFWV�DQG�WKHLU�SRRU�ULVN�UHWXUQ�FKDUDFWHULVWLFV��DQGx HLWKHU KLJK�PDUJLQV�EHWZHHQ�GHSRVLW�DQG�OHQGLQJ�UDWHV�RI�LQWHUHVW�LQ�EDQNV�FDXVHG�ERWK�E\�KLJK�DQG�XQUHPXQHUDWHG�UHVHUYH�UHTXLUHPHQWV�� DQG�E\�KLJK�OHYHOV�RI�QRQ�SHUIRUPLQJ�ORDQV��OHDGLQJ�WR�UHGXFHG�YROXPHV�RI�EDQNLQJ�EXVLQHVV��RU�KLJK�UDWHV�RI�GLVWUHVV�LQ�FRPPHUFLDO�EDQNV�WR�WKH�H[WHQW�WKDW�LW�LV�LPSRVVLEOH�WR�VHW�OHQGLQJ�LQWHUHVW�UDWHV�KLJK�HQRXJK�WR�DEVRUE�WKH�EXUGHQV�RI�KLJK�UHVHUYH�UHTXLUHPHQWV�DQG�SRUWIROLR�ORVVHV��
,,,��,OOLEHUDO�)LQDQFH��7KH�(J\SWLDQ�([SHULHQFH(YHQ�D�EULHI�SHUXVDO�RI�WKH�(J\SWLDQ�OLWHUDWXUH�XVHG�WR�SUHSDUH�WKLV�SDSHU�FRQILUPV�KRZ�UHOHYDQW�PRVW�RI�WKHVH�IHDWXUHV�RI�ILQDQFLDO�LOOLEHUDOLW\�ZHUH�IRU�(J\SW�WKURXJKRXW�WKH�����V�DQG�HYHQ�DIWHU�WKH�,QILWDK �2SHQLQJ�8S��SHULRG�DIWHU������DQG�XQWLO�WKH�HQG�RI�WKH�����V��:RUOG�%DQN�� 0RKLHOGLQ�� DQG�VWXGLHV�FRQGXFWHG�EHWZHHQ������DQG�������LGHQWLI\�WKH�IROORZLQJ�SRLQWV�DV�IHDWXUHV�RI�WKH�(J\SWLDQ�H[SHULHQFH�SULRU�WR������
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� 0DKPRXG�0RKLHOGLQ��³&DXVHV��0HDVXUHV�DQG�,PSDFW�RI�6WDWH�,QWHUYHQWLRQ�LQ�WKH�)LQDQFLDO�6HFWRU��7KH�(J\SWLDQ�([SHULHQFH�´�SDSHU�SUHVHQWHG�DW�WKH�FRQIHUHQFH�RQ�7KH�&KDQJLQJ�5ROH�RI�WKH�6WDWH�LQ�(FRQRPLF�'HYHORSPHQW�DQG�*URZWK��5DEDW��0RURFFR��-DQXDU\�������� ,ELG���)LJXUH����� 0�0��*LXJDOH�DQG�+��0REDUDN��3ULYDWH�6HFWRU�'HYHORSPHQW�LQ�(J\SW��7KH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR�3UHVV��������&K����
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x 7KH�SXEOLF�EDQNV�JHQHUDOO\ PDLQWDLQHG�YHU\�SRRU�TXDOLW\�SRUWIROLRV�FKDUDFWHUL]HG�E\�OLPLWHG�GLYHUVLILFDWLRQ�DQG�KLJK�UDWHV�RI�QRQ�SHUIRUPLQJ�ORDQV�YDULRXVO\�HVWLPDWHG�DW����SHUFHQW�� DQG�������SHUFHQW�RI�WRWDO�ORDQV��UHVSHFWLYHO\�x $�ULVLQJ�LQWHUHVW�VSUHDG�IDYRULQJ�IRUHLJQ�FXUUHQF\�GHSRVLWV�SURYRNHG�DQ�LQFUHDVH�LQ�WKH�SULYDWH�KROGLQJV�RI�VXFK�GHSRVLWV�WR�PRUH�WKDQ����SHUFHQW�RI�WRWDO�GHSRVLWV�LQ�EDQNV�E\�WKH�HQG�RI�WKH�����V�x &DSLWDO�IOLJKW�UHVXOWHG�IURP�WKDW�VDPH�GLIIHUHQWLDO�WKURXJK�WKH�����V�DPRXQWLQJ�WR�����ELOOLRQ�SHU�DQQXP��,Q�WKH�����V��WKH�FXPXODWLYH�FDSLWDO�IOLJKW�ZDV�HTXLYDOHQW�WR�RYHU�����SHUFHQW�RI�WKH�FRXQWU\¶V�WRWDO�LQFUHDVH�LQ�H[WHUQDO�GHEW�x 7KH�GHPRUDOL]DWLRQ�RI�(J\SW¶V�IRUPHUO\�DFWLYH�6HFXULWLHV�0DUNHWV�UHVXOWHG�LQ�D�PDMRU�GHFOLQH�LQ�PDUNHW�FDSLWDOL]DWLRQ�UHODWLYH�WR�*'3��RQO\�����SHUFHQW�E\�������DQG�D�VXEVWDQWLDO�GHFOLQH�LQ�WKH�SURSRUWLRQ�RI�HQWHUSULVH�IXQGLQJ�UDLVHG�IURP�WKLV�VRXUFH�
7KHUH�DUH�YDULRXV�ZD\V�WR�HQFDSVXODWH�WKLV�ODUJH�OLVW�RI�LQWHUYHQWLRQV�DQG�VXPPDUL]H�WKHLU�SRWHQWLDOO\�GDPDJLQJ�FRQVHTXHQFHV�IRU�(J\SW¶V�HFRQRPLF�SHUIRUPDQFH��7KH�WUDGLWLRQDO�DUJXPHQW�FRQWHQGV�WKDW�WKHUH�LV�ERWK�D�TXDQWLWDWLYH DQG�D�TXDOLWDWLYH GLPHQVLRQ�WR�WKHVH�FRQVHTXHQFHV��7KH�TXDQWLWDWLYH GLPHQVLRQ�UHODWHV�WR�WKH�SRVVLEOH�UHGXFWLRQ�LQ�WRWDO�SULYDWH�VDYLQJV��WR�WKH�UHGXFHG�SDUW�RI�WRWDO�VDYLQJV�ZKLFK�LV�LQWHUPHGLDWHG�WKURXJK�WKH�EDQNLQJ�V\VWHP��DQG�WR�WKH�ORVV�RI�LQYHVWLEOH�UHVRXUFHV�DVVRFLDWHG�ZLWK�FDSLWDO�IOLJKW��,Q�PDQ\�KLJKO\�UHSUHVVHG�ILQDQFLDO�V\VWHPV��WKH�TXDQWLWDWLYH�HIIHFWV�KDYH�EHHQ�YHU\�VHULRXV�DQG�KDYH�UHVXOWHG��IRU�H[DPSOH��LQ�0RQH\�*'3�UDWLRV�IDOOLQJ�WR�DERXW����SHUFHQW�RU�HYHQ�OHVV��8JDQGD�DQG�*KDQD�LQ�WKH�HDUO\�����V�DQG�5XVVLD�DQG�8NUDLQH�DW�WKH�SUHVHQW�WLPH���7KLV�FROODSVH�RI�PRQH\�KROGLQJV�DQG�WKH�WUDQVIHU�RI�PRQH\�EDODQFHV�LQWR�LQIODWLRQ�KHGJHV�RU�IRUHLJQ�DVVHWV�FDQ�UDSLGO\�JHQHUDWH�DQ�XQVWDEOH�PDFURHFRQRPLF�VLWXDWLRQ�LQ�ZKLFK�WKH�UHGXFHG�EDVH�IRU�WKH�LQIODWLRQ�WD[�FRQVSLUHV�ZLWK�VWLOO�ODUJH�ILVFDO�GHILFLWV�WR�JHQHUDWH�KLJKHU�DQG�HYHQWXDOO\�VSLUDOLQJ�LQIODWLRQ��)RU�UHDVRQV�ZKLFK�DUH�QRW�HQWLUHO\�FOHDU��WKLV�V\QGURPH�RI�FKURQLF�LQVWDELOLW\�ZDV�DYHUWHG�LQ�(J\SW�GXULQJ�LWV�ORQJ�SHULRG�RI�ILQDQFLDO�VHFWRU�LOOLEHUDOLW\�� KQIODWLRQ��WKRXJK�TXLWH�YRODWLOH��UDUHO\�PRYHG�DERYH����SHUFHQW��7KH�UDWLR�RI�0��*'3�KHOG�XS�DW�DURXQG����
�� :RUOG�%DQN� ³(J\SW��)LQDQFLDO�3ROLF\�IRU�$GMXVWPHQW�DQG�*URZWK�´�5HSRUW�1R��������*7��6HSWHPEHU������
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SHUFHQW�RU�PRUH�WKURXJK�WKH�����V�LQ�VSLWH�RI�ILVFDO�GHILFLWV�ZKLFK�ZHUH�FRQVLVWHQWO\�DERYH���SHUFHQW�RI�*'3�RQ�DQ\�GHILQLWLRQ�DQG�IUHTXHQWO\�DERYH����SHUFHQW�XVLQJ�(J\SWLDQ�GHILQLWLRQV��� $OWKRXJK�WKHUH�ZDV�D�VXEVWDQWLDO�IRUHLJQ�FXUUHQF\�FRPSRQHQW�LQ�WRWDO�PRQH\��WKH�GRPHVWLF�FRPSRQHQW�UHPDLQHG�VXUSULVLQJO\�KLJK��2QH�SRVVLEOH�H[SODQDWLRQ�RI�WKLV�SDUDGR[�LV�WKDW�XELTXLWRXV�FRQWUROV��HVSHFLDOO\�RQ�SULFHV�DQG�LQWHUHVW�UDWHV��VKRUW�FLUFXLWHG�VRPH�RI�WKH�PHFKDQLVPV�WKURXJK�ZKLFK�WKH�HIIHFWV�RI�ILQDQFLDO�UHSUHVVLRQ�ZRXOG�QRUPDOO\�ZRUN�WKHLU�TXDQWLWDWLYH�HIIHFWV��7KLV�VKRUW�FLUFXLWLQJ��KRZHYHU��PD\�DOVR�EXLOG�XS�DGYHUVH�FRQVHTXHQFHV�LQ�WKH�GRPHVWLF�EDQNV�LQ�WKH�IRUP�RI�ZHDN�SURILWDELOLW\�DQG�FDSLWDO�SRVLWLRQV��� $QRWKHU�H[SODQDWLRQ�LV�WKDW�WKH�KLJKO\�VRFLDOL]HG�QDWXUH�RI�WKH�(J\SWLDQ�HFRQRP\�FUHDWHG�SK\VLFDO�VKRUWDJHV�RI�FRPPRGLWLHV�DQG�D�FRUUHVSRQGLQJ�SDVVLYH�GHPDQG�WR�KROG�PRQH\�EDODQFHV�UHIHUUHG�WR�LQ�RWKHU�FRQWH[WV�DV�D�³PRQHWDU\�RYHUKDQJ�´��7KH�DGYHUVH�TXDOLWDWLYH HIIHFWV�RI�PDQ\�\HDUV�RI�ILQDQFLDO�UHSUHVVLRQ�DUH�OHVV�DPELJXRXV��7KH�GRPLQDQFH�RI�ODUJH�SXEOLF�EDQNV�LQ�WKH�FKDQQHOLQJ�RI�FUHGLW��DV�ZHOO�DV�WLJKW�DGPLQLVWUDWLYH�FRQWUROV�RQ�FUHGLW�SULFLQJ��DOPRVW�FHUWDLQO\�FUHDWHG�LQ�(J\SW�D�FXOWXUH�RI�EDQNLQJ�IRXQG��DOEHLW�LQ�D�PRUH�H[WUHPH�IRUP��LQ�DOO�WKH�WUDQVLWLRQ�HFRQRPLHV�RI�(DVWHUQ�(XURSH�DQG�WKH�6RYLHW�8QLRQ��7KLV�LV�GHVFULEHG��IRU�WKH�8NUDLQH��DV�IROORZV�
³%DQNLQJ�VHUYLFHV�GXULQJ�6RYLHW� WLPHV�ZHUH�SULPDULO\�SURYLGHG�E\�D�JRYHUQPHQW�GRPLQDWHG�EXUHDXFUDF\�WKDW�SURFHVVHG�GRFXPHQWDWLRQ��%DQN�SHUVRQQHO�ZHUH�XVHG�PHUHO\�WR�SURYLGH�ILQDQFLDO�DFFRXQWLQJ�UHFRUGV�RQ�FUHGLWV�REWDLQHG�E\�HQWLWLHV�IRU�VSHFLILF� SURMHFWV� GHFLGHG� FHQWUDOO\� XQGHU� ILYH�\HDU� SODQV�� 7KH� EDQNV¶� DFWLYLWLHV�LQFOXGH� QR� VHULRXV� ILQDQFLDO� DQDO\VHV�� RU� DQ\� UHYLHZ� RI� WKH� SURILWDELOLW\�� FUHGLW�

�� 7KH�(J\SWLDQ�GHILQLWLRQV�KDYH�JHQHUDOO\�UHFRUGHG�KLJKHU�YDOXHV�IRU�WKH�GHILFLW�WKDQ�,0)�GHILQLWLRQV��VHH�0RKLHOGLQ��)LJXUH������ )RU�H[DPSOH��YHU\�KLJK�UHVHUYH�UHTXLUHPHQWV�LQ�EDQNV�ZRXOG�QRUPDOO\�UHVXOW�LQ�VRPH�DWWHPSW�RQ�WKH�SDUW�RI�EDQNV�WR�FKDUJH�KLJK�LQWHUHVW�UDWHV�WR�ERUURZHUV�WR�DFKLHYH�DQ\�JLYHQ�SURILW�WDUJHW��7KLV�LQ�WXUQ�PD\�UHGXFH�ORDQ�GHPDQG�DQG�KHQFH�WKH�HQWKXVLDVP�ZLWK�ZKLFK�EDQNV�ZRXOG�VHHN�WR�PRELOLVH�GHSRVLWV��,W�ZRXOG�UHVXOW�LQ�ORZHU�OHYHOV�RI�GHSRVLWV�LQ�WKH�HTXLOLEULXP�ZLWK�KLJK�UHVHUYH�UHTXLUHPHQWV�WKDQ�LQ�WKH�HTXLOLEULXP�ZKHUH�VXFK�UHTXLUHPHQWV�ZHUH�PRUH�PRGHVW��1RQ�FRPPHUFLDO�FKDUJLQJ�E\�EDQNV��KRZHYHU��FRXOG�VKRUW�FLUFXLW�RU�GHOD\�WKLV�HIIHFW�EXW�RQO\�DW�WKH�H[SHQVH�RI�EDQN�SURILWDELOLW\��SHUKDSV�EHFDXVH�WKH�EDQNV�ZHUH�IXOO\�FRQVWUDLQHG�LQ�WKHLU�OHQGLQJ�UDWHV��DQG�ZHUH�LQWHUHVWHG�LQ�SURWHFWLQJ�WKH�LQWHUHVW�RI�WKHLU�VWDWH�RZQHG FOLHQWV��RU�EHFDXVH�WKH\�ZHUH�XQLQWHUHVWHG�LQ�SURILW�WDUJHWV���� 0RKLHOGLQ�SXWV�IRUZDUG�WKH�FRXQWHU�DUJXPHQW�WKDW�WKHUH�ZDV�VRPH�LPSOLFLW�FRQWUDFW�EHWZHHQ�GHSRVLWRUV�DQG�WKH�JRYHUQPHQW��6R�ORQJ�DV�JRYHUQPHQW�SULFH�FRQWUROV�NHSW�LQIODWLRQ�DW�IDLUO\�PRGHUDWH�OHYHOV��GHSRVLWRUV�LPSOLFLWO\�DJUHHG�WR�KROG�PRQH\�EDODQFHV�ZKLFK�ZHUH�UHODWLYHO\�KLJK�LQ�VSLWH�RI�WKH�ORVVHV�WKH\�VXVWDLQHG�DVVRFLDWHG�ZLWK�QHJDWLYH�UHDO�LQWHUHVW�UDWHV��7KLV�LV�QRW�HQWLUHO\�FRQYLQFLQJ�VLQFH�LW�VXJJHVWV�EHKDYLRXUDO�SDWWHUQV�LQ�(J\SW�ZKLFK�DUH�QRW�IRXQG�LQ�PRVW�RWKHU�LOOLEHUDO�HFRQRPLHV�
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ZRUWKLQHVV�� RU� ULVNLQHVV� RI� SURMHFWV� RU� WKH� HQWHUSULVHV� XQGHUWDNLQJ� WKHP�� 7KHVH�WUDGLWLRQDO� µEDQNLQJ¶� DFWLYLWLHV� ZHUH� FRQVLGHUHG� LUUHOHYDQW� E\� 6RYLHW� EDQNHUV«��7KHVH�LQVWLWXWLRQDO�OLPLWDWLRQV�VWLOO�EHGHYLO�HIIHFWLYH�EDQNLQJ�VRPH�VL[�\HDUV�DIWHU�WKH�EUHDN�XS�RI�WKH�6RYLHW�8QLRQ�´��

7KH�TXDOLWDWLYH�HIIHFWV�H[HPSOLILHG�LQ�WKH�H[WUHPH�LQ�WKH�6RYLHW�8QLRQ�DUH�QHYHUWKHOHVV�UHOHYDQW��ZLWK�RQO\�OLPLWHG�PRGLILFDWLRQ��WR�(J\SW��7KH\�KDYH�VHYHUDO�FRPSRQHQWV��7KH�ILUVW�LV�D�VHULRXV�OLPLW�LQ�WKH�UDQJH�DQG�VRSKLVWLFDWLRQ�RI�SURGXFWV�RIIHUHG�E\�EDQNV�DQG�WKH�UDQJH�RI�VNLOOV�QHHGHG�LQ�EDQN�VWDII��HVSHFLDOO\�WKH�VNLOOV�UHTXLUHG�LQ�DVVHVVLQJ�DQG�PDQDJLQJ�ULVN��$QRWKHU�FRPSRQHQW�LV�WKDW��LQ�DQ�HFRQRP\�ZKHUH�EDQN�OHQGLQJ�LV�PDLQO\�D�EXVLQHVV�EHWZHHQ�VWDWH�RZQHG�HQWHUSULVHV��WKH�ERUURZHUV��DQG�VWDWH�RZQHG�EDQNV��WKH�OHQGHUV���ERWK�RI�ZKRP�FDQ�KDYH�ORVVHV�FRYHUHG�E\�WKH�EXGJHW��LQFHQWLYHV�WR�ERUURZ�RQO\�IRU�³JRRG´�SURMHFWV�DQG�WR�JUDQW�³JRRG´�ORDQV�DUH�OLNHO\�WR�EH�GLOXWHG��7KLV�WRJHWKHU�ZLWK�D�GLVWRUWHG�SDWWHUQ�RI�LQWHUHVW�UDWHV�LV�OLNHO\�WR�UHVXOW�LQ�ILQDQFLDO�LQHIILFLHQF\��OHQGLQJ�ZKLFK�LV�VHULRXVO\�VXERSWLPDO�LQ�LWV�ULVN�UHWXUQ�FKDUDFWHULVWLFV���'HFDSLWDOL]HG�EDQNV�DQG�HQWHUSULVHV�DUH�OLNHO\�WR�EH�HPSRZHUHG�WR�RSHUDWH�IRU�ORQJ�SHULRGV�RI�WLPH�DV�WKRXJK�WKH\�ZHUH�VROYHQW�RQ�WKH�JURXQGV�WKDW�WKHLU�PLVVLQJ�FDSLWDO�LV�LPSOLFLWO\�DYDLODEOH�IURP�WKH�VWDWH��)LQDOO\��WKHUH�LV�D�FRPSRQHQW�RI�DOORFDWLYH�LQHIILFLHQF\��WRR�PDQ\�SURGXFWLYH�UHVRXUFHV�DOORFDWHG�WR�DFWLYLWLHV�LQ�ZKLFK�WKH�FRXQWU\�HQMR\V�OLWWOH�FRPSDUDWLYH�DGYDQWDJH�,Q�DGGLWLRQ�WR�WKH�HIILFLHQF\�ORVVHV�DOUHDG\�LQFXUUHG��WKH�GLULJLVPH WR�ZKLFK�WKH�(J\SWLDQ�V\VWHP�ZDV�VXEMHFW�IRU�PRUH�WKDQ�WKUHH�GHFDGHV�KDV�DOPRVW�FHUWDLQO\�OHIW�D�GDPDJLQJ�RQJRLQJ�OHJDF\�ZKLFK�WKH�PHUH�DFW�RI�OLEHUDOL]LQJ�PDUNHWV�LV�XQOLNHO\�WR�UHPRYH��7KH�ILQDQFLDO LQHIILFLHQF\�RI�PXFK�RI�WKH�OHQGLQJ�RI�WKH�SDVW�OHDYHV WKH�OHJDF\�RI�SRRUO\�FDSLWDOL]HG�EDQNV��7KH�HFRQRPLF LQHIILFLHQF\�RI�PXFK�RI�WKDW�OHQGLQJ�OHDYHV�WKH�OHJDF\�RI�D�VXERSWLPDO�SURGXFWLYH�VHFWRU�HFRQRP\��7KH�OLPLWHG�VFRSH�RI�EDQNLQJ�LQ�DQ�LOOLEHUDO�VHWWLQJ�OHDYHV�D�WKLUG�OHJDF\�LQ�WKH�IRUP�RI�OLPLWHG�GLYHUVLW\�RI�EDQNLQJ�SURGXFWV�DQG�EDQNLQJ�VNLOOV��7KH�FKDOOHQJH�RI�OLEHUDOL]DWLRQ�LV�WR�HVWDEOLVK�HIIHFWLYH�PDUNHWV�ZKLFK�FDQ�DYRLG�WKH�IXUWKHU�DFFXPXODWLRQ�RI�VXFK�SUREOHPV��DQG�WR�GR�WKLV�ZKLOH�WKH�OHJDFLHV�RI�SDVW�SROLFLHV��WKH�VWRFN�SUREOHPV��FRQWLQXH�WR�H[HUW�VLJQLILFDQW�QHJDWLYH�HIIHFWV��7KLV�LV�QRW�DQ�HDV\�PDWWHU�
�� 3HWHU�6RFKHQ� ³7KH�%DQNLQJ�6\VWHP�LQ�8NUDLQH�´�&HQWHU�IRU�6RFLDO�DQG�(FRQRPLF�5HVHDUFK��6WXGLHV�DQG�$QDO\VLV�3DSHU�1R������:DUVDZ��0DUFK������
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,9��)LQDQFLDO�5HIRUP�6LQFH�����7KH�FULWLFDO�XQGHUSLQQLQJ�RI�(J\SW¶V�HIIRUWV�WR�OLEHUDOL]H�ILQDQFLDO�PDUNHWV�EHJLQQLQJ�LQ������LV�WKH�PDMRU�ILVFDO�UHIRUP ZKLFK�KDV�FKDUDFWHUL]HG�WKH�VWDELOL]DWLRQ SURJUDP�RI�UHFHQW�\HDUV��(J\SW¶V�RYHUDOO�ILVFDO�GHILFLW�ZDV�UHGXFHG�IURP�RYHU����SHUFHQW�RI�*'3�LQ���������WR�����SHUFHQW�E\���������DQG�PRUH�UHFHQWO\�WR�RQO\�DERXW���SHUFHQW��7RWDO�SXEOLF�VDYLQJV��ZKLFK�H[FOXGHV�SXEOLF�LQYHVWPHQW�EXW�LQFOXGHV�WKH�GHILFLWV�RI�SXEOLF�DXWKRULWLHV�DQG�SXEOLF�HQWHUSULVHV��KDV�EHHQ�SRVLWLYH�LQ�UHFHQW�\HDUV��7KLV�LPSURYHPHQW�VWHPV�IURP�ORZHU�SXEOLF�VXEVLGLHV��WUDQVIHUV��DQG�LQWHUHVW�SD\PHQWV�DQG�IURP�VLJQLILFDQW�LPSURYHPHQWV�LQ�WKH�SHUIRUPDQFH�RI�/DZ�����HQWHUSULVHV�� ZKLFK�KDYH�UHFRUGHG�DQ�RYHUDOO�SURILW�VLQFH�������7KH�UDGLFDO�LPSURYHPHQW�LQ�ILVFDO�SHUIRUPDQFH�KDV�PDGH�SRVVLEOH�PXFK�ORZHU�LQIODWLRQ�ZKLFK�GHFOLQHG�WR�DERXW���SHUFHQW�E\������IURP�RYHU����SHUFHQW�LQ�������7KLV�XQGHUSLQQLQJ�RI�LPSURYHG�PRQHWDU\�VWDELOLW\�LQ�WXUQ�PDGH�LW�SRVVLEOH�WR�LQWURGXFH�WKH�ILUVW�FDXWLRXV�UHIRUPV�RI�WKH�SUHYLRXVO\�LOOLEHUDO�ILQDQFLDO�SROLFLHV��,Q�SDUWLFXODU��FRQWUROV�RQ�LQWHUHVW�UDWHV FKDUJHG�E\�EDQNV�ZHUH�OLIWHG�HDUO\�LQ�������DV�ZHUH�WKH�IL[HG�WDULIIV�RQ�FHUWDLQ�VHUYLFHV��&HLOLQJV�RQ�OHQGLQJ�ZHUH�DOVR�DEROLVKHG�LQ�WKH�VDPH�\HDU�DQG�PRUH�LQGLUHFW�PHWKRGV�RI�PRQHWDU\�FRQWURO�ZHUH�LQVWLWXWHG��$OWKRXJK�QRPLQDO�LQWHUHVW�UDWHV�DW�ILUVW�URVH�VOLJKWO\�IRU�H[DPSOH��IURP�EHORZ����SHUFHQW�WR�DOPRVW����SHUFHQW�IRU�VKRUW�WHUP�GHSRVLWV�E\�PLG������WKH\�VXEVHTXHQWO\�GHFOLQHG��%\�-XQH�������VKRUW�WHUP�GHSRVLW�UDWHV�ZHUH�RQFH�DJDLQ�DW�DERXW����SHUFHQW�DQG�UDWHV�RQ�EDQN�ORDQV�ZHUH�DYHUDJLQJ�DERXW����SHUFHQW�$�PDMRU�VWUXFWXUDO�FKDQJH�DOVR�PDGH�SRVVLEOH�E\�WKH�VXFFHVV�RI�PDFURHFRQRPLF�VWDELOL]DWLRQ�LV�WKH�DFFHOHUDWHG�SURJUDP�WR�SULYDWL]H�VWDWH�HQWHUSULVHV LQWURGXFHG�E\�WKH�QHZ�&DELQHW�HDUO\�LQ�������$V�RQH�LPSRUWDQW�HOHPHQW�RI�WKLV�SURJUDP��LW�LV�QRZ�RIILFLDO�SROLF\�WR�SULYDWL]H�WKH�JRYHUQPHQW¶V�VWDNHV�LQ�DOO����RI�WKH�MRLQW�YHQWXUH��-9��EDQNV���7KLV�LV�VHHQ�DV�D�VWHS�WR�LPSURYH�FRPSHWLWLYHQHVV�LQ�EDQNLQJ��%XW��HYHQ�PRUH�LPSRUWDQW��LW�LV�H[SHFWHG�WR�OHVVHQ�WKH�FRPPHUFLDO�LQWHUGHSHQGHQFH�EHWZHHQ�GLIIHUHQW�EDQNV��ODUJHO\�DFKLHYHG�LQ�WKH�SDVW�E\�WKH�IRXU�ODUJH�SXEOLF�EDQNV�KROGLQJ�ODUJH�VWDNHV�LQ�-9�EDQNV���7KH�WRQH�IRU�WKLV�GLYHVWLWXUH�H[HUFLVH�KDV�EHHQ�VHW�E\�WKH�1DWLRQDO�%DQN�RI�(J\SW
V��1%(��VDOH�RI�KDOI�RI�LWV�H[LVWLQJ����SHUFHQW�VWDNH�LQ�WKH�&RPPHUFLDO�,QWHUQDWLRQDO�%DQN�� WKH�
�� 7KLV�UHIHUV�WR�WKH�3XEOLF�(QWHUSULVH�/DZ��1R������RI�������� 6JGUG�DCPMU�VQIGVJGT�CEEQWPV�HQT�����DTCPEJGU�PCVKQPYKFG�CU�EQORCTGF�YKVJ�����HQT�VJG���NCTIG�UVCVG�DCPMU��
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ODUJHVW�DQG�PRVW�VXFFHVVIXO�-9�EDQN��7KLV�ZDV�DFKLHYHG�WKURXJK�WKH�LVVXH�RI�*OREDO�'HSRVLWRU\�5HFHLSWV��*'5V��YDOXHG�DW������PLOOLRQ�RQ�WKH�/RQGRQ�6WRFN�([FKDQJH�LQ�-XO\������� WKH�ILUVW�VXFK�LVVXH�IRU�(J\SW��7KH�RIIHU�ZDV�KLJKO\�VXFFHVVIXO�DQG�KDV�FRQILUPHG�WKH�DWWUDFWLYHQHVV�RI�SRUWIROLR�LQYHVWPHQW�LQ�(J\SW�E\�IRUHLJQ�LQYHVWRUV��$�VHFRQG�-9�EDQN��WKH�(J\SWLDQ�$PHULFDQ�%DQN��ZDV�DOVR�VXFFHVVIXOO\�SULYDWL]HG�YLD�D�SXEOLF�RIIHULQJ�LQ�WKH�VDPH�PRQWK��,Q�D�IHZ�RWKHU�FDVHV��WKH�IRUHLJQ�SDUWQHUV�RI�-9�EDQNV�GHFLGHG�LQ�SULQFLSOH�WR�EX\�WKH�VWDWH�VKDUHV�RI�EDQNV�ZKLFK�WKH\�DOUHDG\�SDUWLDOO\�RZQ���7KH�OLEHUDOL]DWLRQ�SURJUDP�DOVR�HVWDEOLVKHG�HDUO\�RQ�D�XQLILHG�IRUHLJQ�H[FKDQJH�PDUNHW DV�RQH�RI�LWV�PDLQ�SLOODUV��7KLV�ZDV�DFKLHYHG�LQ������ZLWK�WKH�HVWDEOLVKPHQW�RI�D�IUHH�IRUHLJQ�H[FKDQJH�PDUNHW�LQ�ZKLFK�EDQNV�ZHUH�DOORZHG�WR�VHW�EX\LQJ�DQG�VHOOLQJ�UDWHV�IUHH�RI�DGPLQLVWUDWLYH�UHVWULFWLRQV��7KH�FRQYHUWLELOLW\�RI�WKH�(J\SWLDQ�SRXQG�RQ�ERWK�FXUUHQW�DQG�FDSLWDO�DFFRXQWV�ZDV�DOVR�DFKLHYHG��7KH�VWDELOLW\�RI�WKH�H[FKDQJH�UDWH�VLQFH�WKDW�GDWH��FRPELQHG�ZLWK�SRVLWLYH�UHDO�LQWHUHVW�UDWHV��KDV�HQFRXUDJHG�VLJQLILFDQW FDSLWDO�IORZV�ZKLFK�KDYH�KHOSHG�WR�NHHS�WKH�UDWH�RI�DERXW��(����WR�86���YHU\�VWDEOH��,QGHHG��LQWHUYHQWLRQV�E\�WKH�&HQWUDO�%DQN�KDYH�ODUJHO\�EHHQ�LQ�WKH�GLUHFWLRQ�RI�EX\LQJ�GROODUV�WR�SUHYHQW�QRPLQDO�DSSUHFLDWLRQ�RI�WKH�(J\SWLDQ�SRXQG��3DUWO\�DV�D�FRQVHTXHQFH��RIILFLDO�UHVHUYHV�URVH�WR�D�UHFRUG�OHYHO�RI�PRUH�WKDQ�����ELOOLRQ�E\������$�ILQDO�LPSRUWDQW�SODQN�LQ�WKH�RYHUDOO�UHIRUP�KDV�EHHQ�WKH�PDMRU�FKDQJH�LQ�WKH�SROLF\�HPSKDVLV�UHJDUGLQJ�VWDWH�RZQHG�HQWHUSULVHV �62(V���/DZ�����RI������HVWDEOLVKHG�IRXU�PDLQ�SULQFLSOHV�IRU�WKH�62(V�
�� 3URILW�PD[LPL]DWLRQ�LV�WKH�SULPDU\�REMHFWLYH��� 6XEVLGLHV�VKRXOG�QRW�EH�SURYLGHG�WR�WKH�62(V�HLWKHU�GLUHFWO\�YLD�WUDQVIHUV�WR�ORVV�PDNHUV�RU�LQGLUHFWO\�YLD�VXEVLGL]HG�LQSXWV�IURP�VXSSOLHUV��� 62(V�VKRXOG�HQMR\�PDQDJHPHQW�DXWRQRP\�LQ�DOO GHFLVLRQV�SHUWDLQLQJ�WR�WKHLU�RSHUDWLRQV��� 'LIIHUHQWLDWLRQ�VKRXOG�QRW�EH�PDGH�LQ�WKH�WHUPV�DQG�FRQGLWLRQV�RQ�ZKLFK�EDQNV�JUDQW�ORDQV�WR�62(V�UHODWLYH�WR�RWKHU�HQWHUSULVHV�
7RJHWKHU�WKHVH�IRXU�JXLGLQJ�SULQFLSOHV�KDYH�KHOSHG�WR�QDUURZ�WKH�JDS�EHWZHHQ�WKH�WUHDWPHQW�RI�SULYDWH�DQG�VWDWH�RZQHG�HQWHUSULVHV��7KH\�KDYH�EHHQ�DQ�LPSRUWDQW�SXVK�
�� 0LQLVWU\�RI�(FRQRP\�DQG�(FRQRPLF�&RRSHUDWLRQ��(J\SW�(FRQRPLF�3URILOH� &DLUR��������DQG�86$,'��3ULYDWL]DWLRQ�3URMHFW��0RQWKO\�5HSRUW��-XO\������
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9��$�1RWH�RI�&DXWLRQ7KH�ILQDQFLDO�UHIRUPV�LQLWLDWHG�E\�WKH�(J\SWLDQ�DXWKRULWLHV�LQ������KDYH�XQGRXEWHGO\�EHHQ�D�VXFFHVV��7KH�HVWDEOLVKPHQW�RI�PXFK�IUHHU�PDUNHWV�KDV�EHHQ�DFFRPSOLVKHG�WRJHWKHU�ZLWK�D�KLJK�GHJUHH�RI�FRQWURO�RYHU�LQIODWLRQ��7KH�DXVWHULW\�QHHGHG�DW�WKH�RXWVHW�WR�DFKLHYH�WKLV�KDV�ZLWK�UHODWLYH�VSHHG�JLYHQ�ZD\�WR�UHVXPHG�JURZWK�DW�D�UHDVRQDEOH�UDWH��,Q�WKH�SDVW�WKUHH�\HDUV��IRU�H[DPSOH��*'3�JURZWK�KDV�DYHUDJHG�LQ�H[FHVV�RI���SHUFHQW��2WKHU�LQGLFDWRUV�RI�VXFFHVV�DUH�DOVR�TXLWH�HDV\�WR�ILQG��7KH�VKDUH�RI�IRUHLJQ�FXUUHQF\�GHSRVLWV�LQ�WKH�WRWDO�PRQH\�VXSSO\�KDV�GHFOLQHG�PDUNHGO\��D�VLJQ�RI�LPSURYHG�FRQILGHQFH�LQ�WKH�(J\SWLDQ�SRXQG��7KH�&DLUR�6WRFN�([FKDQJH�KDV�LQFUHDVHG�LWV�PDUNHW�FDSLWDOL]DWLRQ�IURP�DERXW������ELOOLRQ�LQ������WR�PRUH�WKDQ����ELOOLRQ�LQ�������LQ�VSLWH�RI�3�(�UDWLRV�ZKLFK�KDYH�UHPDLQHG�UHODWLYHO\�PRGHVW�DW������7KH�QXPEHU�RI�FRPSDQLHV�OLVWHG�DOVR�URVH�IURP�����WR�����GXULQJ�WKH�VDPH�SHULRG���7KHUH�KDV�EHHQ�FRQVLGHUDEOH�IRUHLJQ�LQWHUHVW�LQ�(J\SW¶V�SULYDWL]DWLRQ�RIIHULQJV��PRVW�RI�ZKLFK�KDYH�EHHQ�RYHUVXEVFULEHG��7KHUH�LV�DOVR�HYLGHQFH�RI�JURZLQJ�LQWHUHVW�LQ�(J\SW�DV�D�ORFDWLRQ�IRU�IRUHLJQ�GLUHFW�LQYHVWPHQW��)',���7KHVH�GHYHORSPHQWV�FROOHFWLYHO\�KDYH�VWDUWHG�WR�JHQHUDWH�H[WUDYDJDQW�SUHGLFWLRQV�WKDW�(J\SW�FRXOG�EHFRPH�QRW�RQO\�D�
�� 7KHVH�DUH�HQWHUSULVHV�LQ�WKH�HFRQRPLF�VHFWRUV�RI�LQGXVWU\��DJULFXOWXUH��WUDGH��DQG�VHUYLFHV�DQG�GR�QRW�LQFOXGH�WKH�EDQNV��� ³$�&KHDS�DQG�&KHHUIXO�0DUNHW�´�7KH�%DQNHU� -XO\������
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PDQXIDFWXULQJ�EDVH�IRU�WKH�HQWLUH�0LGGOH�(DVW�UHJLRQ��EXW�DOVR�D�PDMRU�ILQDQFLDO�FHQWHU�ZLWK�LWV�VWRFN�PDUNHW DPRQJ�WKH�PRUH�LPSRUWDQW�RI�DOO�WKH�HPHUJLQJ�PDUNHWV���$OWKRXJK�WKLV�K\SHUEROH�PD\�HYHQWXDOO\�SURYH�WR�EH�MXVWLILHG��LW�LV�LPSRUWDQW�WR�QRWH�WKDW�(J\SW¶V�WUDQVIRUPDWLRQ�LQWR�D�IXOO\�RSHQ�DQG�HIIHFWLYH�PDUNHW�HFRQRP\�ZLWK��VROLG�EDQNLQJ�DQG�ILQDQFLDO�VHFWRUV�LV�RQO\�LQ�LWV�LQIDQF\��7KH�PDWXULQJ�RI�WKDW�SURFHVV�IDFHV�VHYHUDO�GLIILFXOW�KXUGOHV��VRPH�RI�ZKLFK�DUH�DVVHVVHG�LQ�WKH�UHPDLQGHU�RI�WKLV�SDSHU��0RVW�RI�WKH�SUREOHPV�\HW�WR�EH�IDFHG�VWHP�IURP�D�QXPEHU�RI�EDVLF�IDFWV�
x #�FQOKPCPV�RCTV�QH�VJG�EQWPVT[OU�RTQFWEVKXG�CUUGVU�UVKNN�TGOCKP�WPFGT�UVCVG�EQPVTQN��YKVJ�OCPCIGOGPV�CVVKVWFGU�CPF�NKOKVCVKQPU�UVKNN�TGHNGEVKXG�QH�VJG�RTG�TGHQTO�RGTKQF�x 6JG�EQWPVT[OU�NCTIGUV�DCPMU�CTG�UVKNN�UVCVG�QYPGF�CPF�EQPVTQNNGF�x 6JGUG�CPF�QVJGT�DCPMU�UVKNN�UWHHGT�HTQO�EWNVWTCN�CPF�VGEJPKECN�NKOKVCVKQPU�CPFDCF�NQCPU�YJKEJ�CTG�C�RCTV�QH�VJG�NGICE[�QH����QT�OQTG�[GCTU�QH�KNNKDGTCNKV[�x 6JG�HKUECN�CFLWUVOGPV�JCU�DGGP�CEJKGXGF�YKVJQWV�C�EQPENWUKXG�TGUQNWVKQP�QH�UQOG�QH�VJG�SWCUK�HKUECN�RTQDNGOU�QH�VJG�GEQPQO[��KPENWFKPI�VJG�QXGTJCPI�QH�PQP�RGTHQTOKPI�NQCPU�KP�DCPMU�x 6JG�GCTN[�OGCUWTGU�QH�NKDGTCNK\CVKQP�JCXG�GUVCDNKUJGF�DGJCXKQT�RCVVGTPU�KP�VJG�EGPVTCN�DCPM�CPF�QVJGT�DCPMU�VJCV�OC[�RTQXG�VQ�DG�C�UQWTEG�QH�HWVWTG�KPUVCDKNKV[�

6JG�CRRTQCEJ�VQ�CFFTGUUKPI�UQOG�QH�VJGUG�RTQDNGOU�KU�SWKVG�QDXKQWU��(QT�GZCORNG��HWTVJGT�RTKXCVK\CVKQP�QH�DCPMU�CPF�PQP�HKPCPEKCN�GPVGTRTKUGU�KU�CP�QDXKQWU�RTGTGSWKUKVG�HQT�VJG�UWUVCKPCDNG�VTCPUHQTOCVKQP�QH�'I[RVOU�GEQPQO[��6JG�QWVEQOG�NKGU�KP�VJG�JCPFU�QH�RQNKE[�OCMGTU��+V�KU�NGUU�QDXKQWU�JQY�EWNVWTCN�DGJCXKQT�RCVVGTPU�CPF�OKPF�UGVU�ECP�DG�EJCPIGF�CPF�JQY�SWKEMN[�VJKU�ECP�JCRRGP��6JG�QWVEQOG�JGTG�NKGU�OQTG�KP�VJG�FQOCKP�QH�RU[EJQNQI[�CPF�GZRGEVCVKQPU�VJCP�KP�VJG�FQOCKP�QH�GEQPQOKE�CPCN[UKU��0GXGTVJGNGUU��GZRGTKGPEG�HTQO�QVJGT�EQWPVTKGU�KPFKECVGU�VJCV�GXGP�VJGUG�EWNVWTCN�CVVKVWFKPCN�EJCPIGU�ECP�QEEWT�XGT[�HCUV�QPEG�VJG�GEQPQOKE�RQNKE[�FKTGEVKQP�KU�ENGCTN[�EJCTVGF�CPF�VJG�NKMGNKJQQF�QH�UKIPKHKECPV�TGXGTUCNU�KU�TGOQXGF��0GY�DCPMU�QHHGTKPI�KORTQXGF�CPF�YKFGPGF�UVCPFCTFU�QH�UGTXKEG��HQT�GZCORNG��YKNN�TCRKFN[�ETQYF�QWV�VJQUG�TGUKUVCPV�VQ�EJCPIG�WPNGUU�UQOG�HQTO�QH�CTVKHKEKCN�RTQVGEVKQP�
�� $�V\PEROLF�VWHS�LQ�WKLV�GLUHFWLRQ�LV�WKH�LQFOXVLRQ�RI�(J\SW�LQ�,)&¶V�HPHUJLQJ�PDUNHWV�LQGH[�
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HTQO�EQORGVKVKQP�KU�RTQXKFGF��6JG�HQNNQYKPI�YKNN�HQEWU�QP�VJG�OQTG�GEQPQOKECNN[�VTCEVCDNG�CURGEVU�QH�VJG�RTQDNGO�$W�WKLV�SRLQW��LW�LV�QHFHVVDU\�WR�UHYLHZ�VRPH�RI�WKH�PDLQ�OHVVRQV�GUDZQ�IURP�ILQDQFLDO�PDUNHW�OLEHUDOL]DWLRQ�HSLVRGHV�LQ�D�QXPEHU�RI�RWKHU�FRXQWULHV�� UHO\LQJ��LQ�SDUWLFXODU��RQ�WKH������&DSULR��$WL\DV��DQG�+DQVRQ�� VWXG\�ZKLFK�IRFXVHG�PDLQO\�RQ�VL[�FDVHV��&KLOH��,QGRQHVLD��.RUHD��0DOD\VLD��1HZ�=HDODQG�DQG�7XUNH\���)RXU�FRQFOXVLRQV�IURP�WKLV�VWXG\�DUH�ZRUWK�VWUHVVLQJ��)LUVW��WKH�³VXFFHVV´�RI�ILQDQFLDO�UHIRUP�LV�GLIILFXOW�WR�DVVHVV�GHILQLWLYHO\��7KLV�LV�SDUWO\�EHFDXVH�WKH�LPSURYHG�DOORFDWLYH�HIILFLHQF\��ZKLFK�WKHRU\�VXJJHVWV�DV�RQH�RI�WKH�PDLQ�RXWFRPHV��ZLOO�DOVR�EH�DIIHFWHG�E\�QXPHURXV�RWKHU�UHIRUPV��VXFK�DV�WUDGH�OLEHUDOL]DWLRQ��ZKLFK�FRXQWULHV�RIWHQ�SXUVXH�VLPXOWDQHRXVO\��DQG�SDUWO\�EHFDXVH�VHYHUDO�FRPSOHWH�EXVLQHVV�F\FOHV�� UHIOHFWLQJ�D�YDULHW\�RI�FLUFXPVWDQFHV�LQ�WKH�UHDO�HFRQRP\�� DUH�QHHGHG�WR�HVWDEOLVK�GHILQLWLYH�MXGJPHQWV�DERXW�WKH TXDOLW\�RI�SHUIRUPDQFH�RI�UHIRUPHG�ILQDQFLDO�LQVWLWXWLRQV��1HLWKHU�ERRP�FRQGLWLRQV�LQ�ZKLFK�HYHQ�EDG�EDQNV�FDQ�GR�ZHOO��QRU�VOXPS�FRQGLWLRQV�LQ�ZKLFK�HYHQ�JRRG�EDQNV�FDQ�GR�SRRUO\��UHSUHVHQW�DGHTXDWH�FRQWH[WV�IRU�WKLV�DVVHVVPHQW�$�VHFRQG�DQG�UHODWHG�SRLQW�LV�WKDW�WKH�HYROXWLRQ�RI�ERUURZHU�QHW�ZRUWK�LV�D�FUXFLDO�GHWHUPLQDQW�RI�WKH�KHDOWK�RI�ILQDQFLDO�LQWHUPHGLDULHV�DQG�WKHLU�DELOLW\�WR�UHVSRQG�WR�WKH�QHHGV�RI�GHILFLW�VHFWRUV��%HFDXVH�VRPH�DVSHFWV�RI�ILQDQFLDO�UHIRUP��VXFK�DV�WKH�HOLPLQDWLRQ�RI�LQWHUHVW�VXEVLGLHV��DUH�FHUWDLQ�WR�LPSDFW�WKH�ERUURZHU¶V�QHW�ZRUWK�QHJDWLYHO\��VXFK�D�UHIRUP�LV�PRUH�OLNHO\�WR�ZRUN�ZHOO�ZKHQ�RWKHU�LQIOXHQFHV�RQ�QHW�ZRUWK�DUH�IDYRUDEOH��7KHUH�DUH�VHYHUDO�FDVHV�VXFK�DV�0DOD\VLD�DQG�$UJHQWLQD�ZKHUH�UHODWLYHO\�DJJUHVVLYH�ILQDQFLDO�VHFWRU�OLEHUDOL]DWLRQ�KDG�WR�EH�DERUWHG�LQ�WKH�ODWH�����V�EHFDXVH�RI�DGYHUVH�FRQWH[WXDO�IDFWRUV��VXFK�DV�H[FHVVLYHO\�ODUJH�ILVFDO�GHILFLWV��8QIDYRUDEOH�H[WHUQDO�VKRFNV�RFFXUULQJ�GXULQJ�DQ�DWWHPSWHG�ILQDQFLDO�UHIRUP�FRXOG�KDYH�VLPLODU�QHJDWLYH�FRQVHTXHQFHV�7KH WKLUG�SRLQW�RI�VSHFLDO�UHOHYDQFH�WR�(J\SW�LV�WKDW��HYHQ�LI�WKH�ILVFDO�GHILFLW�DV�WUDGLWLRQDOO\�PHDVXUHG��LV�QRW�SDUWLFXODUO\�ODUJH��ILQDQFLDO�UHIRUP�PD\�HQFRXQWHU�SUREOHPV�LI�WKH�LQLWLDO�KHDOWK�RI�WKH�EDQNLQJ�V\VWHP�LV�SRRU�WR�WKH�SRLQW�WKDW�LW�JLYHV�ULVH WR�FRQWLQJHQW�FODLPV�RQ�WKH�EXGJHW��7KH�86�6DYLQJV�DQG�/RDQ�FULVLV�LV�DQ�H[DPSOH�RI�WKLV�SRLQW��,Q�WKDW�FDVH��EDQNV�ZLWK�ORZ�RU�QHJDWLYH�QHW�ZRUWK�XVHG�WKH�RSSRUWXQLW\�RI�ILQDQFLDO�
�� $WL\DV��8]DN��*HUDUG�&DSULR�DQG�-DPHV�+DQVRQ��³)LQDQFLDO�5HIRUP��/HVVRQV�DQG�6WUDWHJLHV�´�LQ 6KDNLO�)DUXTL��HG����)LQDQFLDO�6HFWRU�5HIRUPV�LQ�$VLDQ�DQG�/DWLQ�$PHULFDQ�&RXQWULHV��(',�6HPLQDU�5HSRUW��������
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9,��0DFURHFRQRPLF�0DQDJHPHQW�DQG�&DSLWDO�,QIORZV'LUHFW�DQG�SRUWIROLR�LQIORZV�RI�WKH�W\SH�ZKLFK�(J\SW�LV�EHJLQQLQJ�WR�H[SHULHQFH�KDYH�JUHDW�SRWHQWLDO�IRU�HQKDQFLQJ�WKH�VSHHG�RI�HFRQRPLF�GHYHORSPHQW��,W�LV�SRVVLEOH�WR�UHDOL]H�
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WKLV�SRWHQWLDO�E\�UH�HQIRUFLQJ�WKH�DYDLODEOH�GRPHVWLF�VDYLQJV�DQG�E\�VXSSO\LQJ�IRUHLJQ�VGEJPKECN��TKUM�UJCTKPI�CPF�OCPCIGTKCN�GPJCPEGOGPV�VQ�NQECN�RJ[UKECN�KPXGUVOGPVU��+P�VJG�����U��VJGUG�V[RGU�QH�RTKXCVG�HNQYU�JCXG�QXGTVCMGP�QHHKEKCN�HNQYU�KP�VJG�INQDCN�GEQPQO[�VQ
%R[����%HQHILWV�DQG�&RVWV�RI�)RUHLJQ�,QYHVWPHQW%HQHILWV 3RVVLEOH�'DQJHUV
x $GGLWLRQDO�UHVRXUFHV�IRU�SURGXFWLYH�LQYHVWPHQW x &XUUHQF\�DSSUHFLDWLRQ�
x 5LVN�VKDULQJ�ZLWK�WKH�UHVW�RI�WKH�ZRUOG��HTXLW\�x *UHDWHU�H[WHUQDO�PDUNHW�GLVFLSOLQH�RQ�PDFURHFRQRPLF�SROLF\x (QKDQFHG�DFFHVV�WR�WHFKQRORJ\�DQG�PDQDJHPHQW�VNLOOV��)',�x %URDGHU�DFFHVV�WR�H[SRUW�PDUNHWV�WKURXJK�IRUHLJQ�SDUWQHUV��)',�x 7UDLQLQJ�DQG�EURDGHU�H[SRVXUH�RI�QDWLRQDO�VWDII��)',�x *UHDWHU�OLTXLGLW\�WR�PHHW�GRPHVWLF�ILQDQFLQJ�QHHGV��)3,�x %URDGHQLQJ�DQG�GHHSHQLQJ�RI�QDWLRQDO�FDSLWDO�PDUNHWV��)3,�

x 5HGXFHG�VFRSH�IRU�LQGHSHQGHQW���PDFURHFRQRPLF�SROLF\�DFWLRQVx *UHDWHU�H[SRVXUH�WR�H[WHUQDO�VKRFNV
x 'HPDQGV�IRU�SURWHFWLRQ�LQ�ORFDO�PDUNHWV��)',�x 6RPH�ORVV�RI�FRQWURO�RI�IRUHLJQ�RZQHG�GRPHVWLF�LQGXVWU\��)',�x 'LVUXSWLRQ�RI�QDWLRQDO�FDSLWDO�PDUNHWV��DVVHW�LQIODWLRQ��)3,�x ,QFUHDVHG�YRODWLOLW\�LQ�ILQDQFLDO�DQG�H[FKDQJH�PDUNHWV��)3,�x +LJK�VWHULOL]DWLRQ�FRVWV��)3,�

)',� �)RUHLJQ�'LUHFW�,QYHVWPHQW)3,� �)RUHLJQ�3RUWIROLR�,QYHVWPHQW
WKH�SRLQW�ZKHUH�WKH\�QRZ�DFFRXQW�IRU����SHUFHQW�RI�QHW IORZV��� DQG�PDQ\�GHYHORSLQJ�FRXQWULHV�KDYH�VHHQ�YHU\�FRQVLGHUDEOH�EHQHILWV��7KH�GRZQVLGH��KRZHYHU��FDQ�EH�GUDPDWLF��,W�LV�QRZ�ZHOO�XQGHUVWRRG�IURP�WKH�H[SHULHQFHV�RI 6RXWKHUQ�&RQH�HFRQRPLHV�LQ�WKH�ODWH�����V�DQG�PRUH�UHFHQWO\�IURP�WKH���������FULVLV�LQ�0H[LFR��WKDW�WKH�LQDGHTXDWH�PDQDJHPHQW�RI�ODUJH�VFDOH�FDSLWDO�LQIORZV�DQG�GRPHVWLF�GHEW�FDQ�FUHDWH�HQRUPRXV�
�� 7RWDO�QHW�IORZV�WR�GHYHORSLQJ�FRXQWULHV�URVH�UDSLGO\�LQ�WKH�ODWH�����V�DQG�IHOO�VKDUSO\�LQ�WKH�DIWHUPDWK�RI�WKH������GHEW�FULVLV�WR�RQO\�DERXW�����PLOOLRQ�E\�������1HYHUWKHOHVV��E\������WKH\�KDG�ULVHQ�DJDLQ�WR�DOPRVW������ELOOLRQ�SHU�DQQXP�ZLWK�WKH�SULYDWH�VKDUH�EHLQJ�RYHU�WKUHH�TXDUWHUV�RI�WKLV�WRWDO��%\�FRQWUDVW�ZLWK�WKH�����V��RQO\�D�VPDOO�SDUW�RI�WKLV�SULYDWH�IORZ�LV�QRZ�DWWULEXWDEOH�GLUHFWO\�WR�OHQGLQJ�E\�FRPPHUFLDO�EDQNV�
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LQVWDELOLW\�DQG�GDQJHUV�IRU�VXVWDLQHG�HFRQRPLF�GHYHORSPHQW��$�UHFHQW�VWXG\�RI�WKH�(DVW�$VLDQ�H[SHULHQFH�LQ�WKLV�UHJDUG�SURYLGHV�D�XVHIXO�FDWDORJXH�RI�WKH�PDLQ�EHQHILWV�DQG�FRVWV�RI�ODUJH�VFDOH�LQIORZV�DV�D�IUDPHZRUN�IRU�VXEVHTXHQW�GLVFXVVLRQ��VHH�%R[����,Q�PRVW�FDVHV��WKH�ODUJHU�WKH�SDUW�RI�IRUHLJQ�FDSLWDO�LQIORZV GLUHFWHG�RU�HQFRXUDJHG�LQWR�LQFUHDVHG�SURGXFWLYH�LQYHVWPHQWV��UDWKHU�WKDQ�LQWR�SRUWIROLR�LQYHVWPHQWV��WKH�JUHDWHU�WKH�EHQHILW��WKH�FRVW�UDWLR�RI�IRUHLJQ�FDSLWDO�LQIORZV���,Q�(J\SW��WKLV�LV�SDUWLFXODUO\�LPSRUWDQW�JLYHQ�ORZ�GRPHVWLF�VDYLQJV�UDWHV�DQG�WKH�KXJH�DQQXDO�LQYHVWPHQWV�QHHGHG�WR�VXVWDLQ�WKH�JURZWK�RI�MREV�IRU���������QHZ�HQWUDQWV�\HDUO\�WR�WKH�ODERU�PDUNHW��,Q�D�PDUNHW�HFRQRP\��KRZHYHU��WKLV�GLUHFWLRQ�RI�FDSLWDO�IORZV�UHTXLUHV�D�GLIILFXOW�EDODQFLQJ�RI�ILVFDO�DQG�PRQHWDU\�SROLFLHV�7KH�DFWLYH�XVH�RI�PRQHWDU\�SROLFLHV�RQ�D�VXVWDLQHG�EDVLV�LV�RI�OLPLWHG�XVH�LQ�WKLV�UHJDUG��7KH�UHODWLYHO\�KLJK�GRPHVWLF�LQWHUHVW�UDWHV�QHHGHG�LQ�DQ�HFRQRP\�WUDQVLWLQJ�IURP�KLJK�LQIODWLRQ��HVSHFLDOO\�ZKHUH�DQ�HIIRUW�LV�PDGH�WR�VWHULOL]H�FDSLWDO�LQIORZV��FDQ�HDVLO\�SURGXFH�D�GDPDJLQJ�FRPELQDWLRQ�RI�H[SHQVLYH�PRQH\�DQG�RYHUYDOXHG�H[FKDQJH�UDWHV��7KLV�FDQ�EH�YHU\�DWWUDFWLYH�WR�IRUHLJQ�SRUWIROLR�LQYHVWPHQW�EXW�H[WUHPHO\�GDPDJLQJ�WR�WKH�UHDO�SURGXFWLYH�LQYHVWPHQWV�XSRQ�ZKLFK�HFRQRPLF�JURZWK�DQG�WKH�DWWUDFWLRQ�RI�)',�GHSHQGV��7KLV�ZLOO�EH�HVSHFLDOO\�WUXH�ZKHUH�WKH�OLEHUDOL]DWLRQ�RI�WUDGH�DQG�RWKHU�FRPPRGLW\�PDUNHWV�QHFHVVDU\�IRU�WKH�HIIHFWLYH�XVH�RI�)',�SURFHHGV�OHWKDUJLFDOO\��$W�WKH�VDPH�WLPH��DV�(J\SW¶V�SRVW�UHIRUP�H[SHULHQFH�VKRZV��DQ�DFWLYH�VWHULOL]DWLRQ�SROLF\�FDQ�UDSLGO\�EXLOG XS�D�ODUJH�GRPHVWLF�SXEOLF�GHEW��WKLV�URVH�IURP�OHVV�WKDQ����SHUFHQW�RI�WRWDO�SXEOLF�GHEW�LQ������WR�RYHU����SHUFHQW�E\�������ZKLFK��EH\RQG�D�FHUWDLQ�SRLQW��ZLOO�FDVW�GRXEW�RQ�WKH�VXVWDLQDELOLW\�RI�UHIRUP�6WHULOL]DWLRQ�KDV�WR�D�FHUWDLQ�H[WHQW�EHHQ�D�VRXQG�VWUDWHJ\�IRU�(J\SW��%XW�WKH�DULWKPHWLF�RI�D�QHJDWLYH�PDUJLQ��LQWHUHVW�SDLG�RQ�7UHDVXU\�%LOOV�H[FHHGLQJ�HDUQLQJV�RQ�UHVHUYHV��LV�REYLRXVO\�DJDLQVW�FRQWLQXHG�VWHULOL]DWLRQ�RI�ODUJH�LQIORZV��7KH�ILVFDO�FRVW�RQ�LQIORZV�RI������ELOOLRQ��IRU�H[DPSOH��ODUJHU�WKDQ�LQ�WKH�UHFHQW�SDVW�EXW�QRW�EH\RQG�WKH�ERXQGV�RI�QHDU�WHUP�SRVVLELOLWLHV���ZRXOG�EH�RI�WKH�RUGHU�RI������PLOOLRQ�D�\HDU��3DUW�RI�WKH�VROXWLRQ�WR�WKLV�REYLRXV�GLOHPPD�ZRXOG�EH�WR�LQWHQVLI\�WKH�H[LVWLQJ�VWUDWHJ\�RI�SURPRWLQJ�VWUDWHJLF�SULYDWL]DWLRQ�WR�DWWUDFW�ODUJHU�YROXPHV�RI�GLUHFW�IRUHLJQ�LQYHVWPHQW�± D�VWUDWHJ\�ZKLFK�FRXOG�SURYLGH�EHQHILWV�LQ�WHUPV�RI�ERWK�ILVFDO�DQG�H[SRUW�SHUIRUPDQFH�ZKLFK�DUH�QRW�DVVRFLDWHG�VR�GLUHFWO\�ZLWK�SRUWIROLR�IORZV�7LJKW�ILVFDO�SROLF\��DQG�KRSHIXOO\�D�VLJQLILFDQW�SXEOLF�VDYLQJV�VXUSOXV��SURYLGHV�D�FRQFHSWXDOO\�EHWWHU�DSSURDFK�LQ�WKDW�LW�UHPRYHV�VRPH�RI�WKH�GHPDQG�SUHVVXUH�RQ�GRPHVWLF�
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UHVRXUFHV�DQG�SHUPLWV�ORZHU�LQWHUHVW�UDWHV��WKHUHE\�OHVVHQLQJ�WKH�SXOO�RI�VKRUW�WHUP�SRUWIROLR�LQIORZV��,Q�(J\SW��KRZHYHU��ZKHUH�PDQ\�RI�WKH�REYLRXV�FXWV�LQ�SXEOLF�H[SHQGLWXUH�KDYH�DOUHDG\�EHHQ�PDGH��LPSRUWDQW�VWUXFWXUDO�FKDQJHV�DUH�DOVR�QHFHVVDU\�WR�VXVWDLQ�SRVLWLYH�SXEOLF�VDYLQJV�LQ�WKH�ORQJHU�WHUP��,Q�SDUWLFXODU��WKH�SDFH�DW�ZKLFK�WKH�VWDWH�GLYHVWV�LWVHOI�RI�ORVV�PDNLQJ�DV�ZHOO�DV�SURILWDEOH�VWDWH�HQWHUSULVHV�ZLOO�QHHG�WR�LQFUHDVH��3ULYDWL]DWLRQ�UHYHQXHV�ZLOO�QHHG�WR�EH�LQFUHDVLQJO\�DVVLJQHG�WR�UHGXFLQJ�JRYHUQPHQW�GHEW�UDWKHU�WKDQ�WR�VXSSRUWLQJ�ODPH�GXFN�HQWHUSULVHV��7KH�XVH�RI�SXEOLF�VDYLQJV�WR�ILQDQFH�ODUJH�LQIUDVWUXFWXUDO�LQYHVWPHQWV�ZKLFK�WKH�HFRQRP\�VWLOO�QHHGV�ZLOO�DOVR�QHHG�WR�EH�DVVHVVHG�FULWLFDOO\�WR�GHWHUPLQH�ZKHWKHU�PRUH�SULYDWH�LQLWLDWLYHV�DQG�ILQDQFLQJ�ZRXOG�QRW�SURYLGH�IRU�JUHDWHU�HIILFLHQF\��� 7KHVH�DUH�FKDQJHV�ZKLFK�ZRXOG�VHHP�WR�JR�D�ORQJ�ZD\�EH\RQG�WKH�UDWKHU�KHVLWDQW�SULYDWL]DWLRQ�LQLWLDWLYHV�REVHUYHG�WKXV�IDU�
9,,��%DQN�5HJXODWLRQ�DQG�&DSLWDO�)ORZV$�KLJKO\�VRFLDOL]HG�DQG�GLUHFWHG�EDQNLQJ�V\VWHP�GLG�QRW�QHHG�LQWHQVLYH�RU�VRSKLVWLFDWHG�VXSHUYLVLRQ�RI�EDQNV��*RRG�ERRN�NHHSLQJ�VNLOOV�ZHUH�DOO�WKDW�ZHUH�UHTXLUHG�WR�HQVXUH�WKDW�EDQNV�GLG�ZKDW�ZDV�DVNHG�RI�WKHP��/LNHZLVH��WKH�HPSKDVLV�RI�WKH�EDQNLQJ�UHJXODWRU\�V\VWHP�LQ�WKDW�HQYLURQPHQW�ZDV�RQ�EDQN�FRPSOLDQFH�ZLWK�ZHOO�GHILQHG�VWUXFWXUHV�RI�DVVHWV�DQG�UHJXODWRU\�UDWLRV�UDWKHU�WKDQ�RQ�WKHLU�FRPSHWHQFH�WR�DVVHVV�EXVLQHVV�ULVNV�DQG�WKH�JHQHUDO�SHUIRUPDQFH�RI�WKHLU�ERUURZHUV�DQG�RWKHU�FOLHQWV��%\�DOO�DFFRXQWV��FRQVLGHUDEOH�SURJUHVV�KDV�EHHQ�DFKLHYHG�LQ�WKH�SDVW�IHZ�\HDUV�LQ�EXLOGLQJ�D�PRUH�PDUNHW�RULHQWHG�V\VWHP�RI�EDQN�UHJXODWLRQ�DQG�VXSHUYLVLRQ�LQ�(J\SW��LQFOXGLQJ�WKH�LQWURGXFWLRQ�RI�ORDQ�FODVVLILFDWLRQ�DQG�ORDQ�ORVV�SURYLVLRQLQJ�V\VWHPV��1HYHUWKHOHVV��FDVXDO�HYLGHQFH�VXJJHVWV�WKDW�WKLV�WDVN�LV�QRW�FXUUHQWO\�DVVLJQHG�WKH�KLJK�SULRULW\�ZKLFK�LV�QHHGHG�WR�PLQLPL]H�WKH�GDQJHU�RI�D�EDQNLQJ�FULVLV�DQG�WKH�GHUDLOLQJ�RI�WKH�HFRQRPLF�VWDELOLW\�DFKLHYHG�VLQFH�������,Q�WKLV�UHJDUG��DQDORJLHV�EHWZHHQ�WKH�IRUPHU�6RYLHW�8QLRQ��)68��DQG�(J\SW�DUH�GLVWXUELQJO\�FORVH�6JG�(57�CPF�RTQDCDN[�VJG�'I[RVKCP�CWVJQTKVKGU�JCXG�DGGP�TGNWEVCPV�VQ�FKURGPUG�YKVJ�UVCVG�QYPGF�CPF�GXGP�HQTOGTN[�UVCVG�QYPGF�DCPMU�CU�CIGPVU�QH�SWCUK�HKUECN�RQNKEKGU��+P�RCTVKEWNCT��DCPMU�JCXG�EQPVKPWGF�VQ�DG�TGICTFGF�CU�C�EQPXGPKGPV�YC[�VQ�FKTGEV�ETGFKV�
GOKUUKQPU��VQ�RCTVKEWNCT�UVCVG�GPVGTRTKUGU�WPCDNG�VQ�TCKUG�TGUQWTEGU�KP�CP[�QVJGT�YC[��#U�VJG�SWKF�RTQ�SWQ HQT�VJKU�PQP�EQOOGTEKCN�NGPFKPI� VJQUG�UCOG�DCPMU�JCXG�QHVGP�
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DGPGHKVGF�HTQO�VJG�UNWIIKUJ�GPHQTEGOGPV�QH�RTWFGPVKCN�TWNGU�CPF�GURGEKCNN[�HTQO�VJG�FGNC[GF�CRRNKECVKQP�QH�HWNN�+PVGTPCVKQPCN�#EEQWPVKPI�5VCPFCTFU�
+#5��RTCEVKEGU��KPENWFKPI�HWNN�NQCP�NQUU�RTQXKUKQPKPI��6JG�TGUWNV�JCU�DGGP�VJCV OCP[�(57�DCPMU�EQPVKPWG�VQ�RWDNKUJ�TGUWNVU�

�� $W�SUHVHQW��DERXW����SHUFHQW�RI�WRWDO�GRPHVWLF�LQYHVWPHQW�LV�FRQWULEXWHG�E\�WKH�SXEOLF�VHFWRU��7KLV�WRWDO�LQ�WXUQ�UHSUHVHQWV�DOPRVW���SHUFHQW�RI�*URVV�'RPHVWLF�,QFRPH�
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UJQYKPI�NGXGNU�QH�RTQHKVU�CPF�ECRKVCNK\CVKQP�YJKEJ�CTG�OKUNGCFKPIN[�JKIJ��#NUQ��CPF�OQTG�KORQTVCPVN[��VJG[�EQPVKPWG�VQ�RC[�JKIJ�VCZGU�CPF�FKXKFGPFU�QP�VJG�DCUKU�QH�HKEVKVKQWU�RTQHKVU��VJGTGD[�FCOCIKPI�VJGKT�ECRKVCNK\CVKQP�NGXGNU�GXGP�HWTVJGT��6JG�JKIJ�RTQHKVCDKNKV[�QH�UQOG�'I[RVKCP�DCPMU�KP�TGEGPV�[GCTU�OC[�CNUQ�DG�GZRNCKPGF�KP�RCTV�KP�VJKU�OCPPGT�2QH�RI�WKH�FRQVHTXHQFHV�RI�DYRLGLQJ�VHULRXV�LQIODWLRQ�LQVWDELOLW\�LQ�WKH�SUH�UHIRUP�SHULRG��DQG�RI�WKH�IXUWKHU�LQFUHDVH�LQ�PDJQHWL]DWLRQ�WKHUHDIWHU��LV�WKDW�WKH�OHYHOV�RI�WRWDO�EDQNLQJ�VHFWRU�DVVHWV�LQ�(J\SW�DUH�ODUJH�UHODWLYH�WR�WKH�VL]H�RI�WKH�HFRQRP\�DQG�FHUWDLQO\�PXFK�ODUJHU�WKDQ�LQ�PRVW�)68�FRXQWULHV��,W�IROORZV�WKDW�WKH�HFRQRPLF�DQG�ILVFDO�FRVWV�RI�D�PDMRU�EDQNLQJ�FULVLV��LQYROYLQJ����SHUFHQW�RU�PRUH�RI�EDQNLQJ�VHFWRU�DVVHWV��ZRXOG�DOVR�EH�ODUJH�DQG�FHUWDLQO\�VXIILFLHQW�WR�XQGHUPLQH�WKH�FUHGLELOLW\�RI�(J\SW¶V�QHZO\�HVWDEOLVKHG�ILVFDO�VWULQJHQF\��,W�LV�WKHUHIRUH�LQGLVSXWDEOH�WKDW�D�PDMRU�HIIRUW�QHHGV�WR�EH�PDGH�ILUVW�WR�LGHQWLI\�WKH�IDFWRUV�PRVW�OLNHO\�WR�WULJJHU�D�VHULRXV�FULVLV��DQG�VHFRQG�WR�WDNH�VXSHUYLVRU\�DQG�RWKHU�VWHSV�WR�DYRLG�WKHP��)LUVW�RQ�WKH�DJHQGD�VKRXOG�EH�D�FRQFHUWHG�SURJUDP�WR�LQWURGXFH�IXOO�,$6�DFFRXQWLQJ�SUDFWLFHV�LQ�DOO�(J\SW¶V�EDQNV�DQG�WR�HQIRUFH�FRPSOLDQFH�ZLWK�WKHVH�QHZ�VWDQGDUGV�L ILUVW�WKURXJK�WKH�WUDLQLQJ�RI�EDQN�VWDII�DQG�VHFRQG�WKURXJK�LQWHQVLILHG�VXSHUYLVRU\�YLJLODQFH��,Q�WKH�VKRUW�WHUP��ZKLOH�WKLV�SURJUDP�LV�EHLQJ�LPSOHPHQWHG��DOO�WKH�PDMRU�EDQNV�DQG�HVSHFLDOO\�WKH�ODUJH�VWDWH�RZQHG�EDQNV�VKRXOG�XQGHUJR�LQWHQVLYH�,$6�DXGLWV��LQFOXGLQJ�SRUWIROLR�DQG�PDQDJHPHQW�UHYLHZV��E\�LQWHUQDWLRQDOO\�UHFRJQL]HG�DXGLW�ILUPV��7KH�SRUWIROLR�UHYLHZV�VKRXOG�HVWDEOLVK�EHVW�HVWLPDWHV�RI�WKH�ORDQV�WKDW�QHHG�WR�EH�FODVVLILHG�LQ�WKH�³ORVV´�RU�³GRXEWIXO´�FDWHJRULHV��7KH�PDQDJHPHQW�UHYLHZV�VKRXOG�HVWDEOLVK��DV�IDU�DV�SRVVLEOH��ZKHWKHU�WKH�PDQDJHULDO�RU�SROLWLFDO�HUURUV�ZKLFK�FDXVHG�WKH�DFFXPXODWLRQ�RI�D�VWRFN RI�EDG�ORDQV�LQ�WKH�SDVW�DUH�FRQWLQXLQJ�LQ�VXFK�D�PDQQHU�DV�WR�DGG�D�VLJQLILFDQW�IORZHOHPHQW�WR�WKDW�VWRFN��7KLV�H[HUFLVH�ZLOO�DW�OHDVW�JLYH�WKH�DXWKRULWLHV�D�EHWWHU�LQGLFDWLRQ�RI�WKH�VFDOH�DQG�QDWXUH�RI�WKH�SUREOHPV�ZKLFK�WKH\�IDFH�DQG�SURYLGH�WKH�EDVLV�QHHGHG�WR�GHILQH�DOWHUQDWLYH�VWUDWHJLHV�WR�UHVROYH�WKHVH�SUREOHPV��7KLV�DFWLRQ�QHHGV�WKH�VXSSRUW�RI�D�FRQFHUWHG�HIIRUW�WR�SHUVXDGH�EDQNV�WR�DFWXDOO\�PDNH�WKH�UHTXLUHG�OHYHO�RI�SURYLVLRQV�LQ�WKHLU�DFFRXQWV��WR�PDUN�GRZQ�SURILWV�DFFRUGLQJO\��DQG�JHQHUDOO\�WR�UHYHDO�WKHLU�WUXH�ILQDQFLDO�SRVLWLRQV��7KH�H[SHULHQFH�RI�EDQNLQJ�V\VWHPV��ZKLFK�DUH�QRW�DFFXVWRPHG�WR�SURYLVLRQLQJ�WKHLU�SRUWIROLRV��VXJJHVWV�WKDW�D�UHODWLYHO\�
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JHQHURXV�WD[�WUHDWPHQW�RI�SURYLVLRQV�LV�SHUKDSV�QHFHVVDU\�WR�DFKLHYH�WKLV��� 7KH�UHYHQXH�DXWKRULWLHV�ZLOO�XQGRXEWHGO\�UHVLVW�WKH�VKRUW�WHUP�ORVV�RI�UHYHQXH�DQG�PD\�UHFHLYH�SROLWLFDO�VXSSRUW�IURP�RWKHUV�ZKR�VHH�EDQNV�DV�LQHYLWDEO\�SURILWDEOH��7KLV�UHYHQXH�ORVV��KRZHYHU��VKRXOG�EH�UHJDUGHG�DV�WKH�SULFH�WR�SD\�WR�DYRLG�SUREDEO\�PXFK�ODUJHU�EXGJHWDU\�RXWOD\V�DW�D�ODWHU�GDWH��7D[LQJ�WKH�ILFWLWLRXV�SURILWV�RI�EDQNV�LQ�WKH�VKRUW�WHUP��RQO\�WR�SD\�RXW�WKH�VDPH�PRQH\�DQG�PRUH�DW�D�ODWHU�GDWH�WR�KHOS�UHEXLOG�WKH�FDSLWDO�RI�IDLOHG�EDQNV��VHUYHV�QR�SXUSRVH�7KH�VHFRQG�PDLQ�DFWLRQ�UHODWHV�WR�D�QHZ�EXW�FULWLFDOO\�LPSRUWDQW�FRQFHUQ�IRU�WKH�UHJXODWRU\�DXWKRULWLHV�LQ�WKH�QHZ�(J\SWLDQ�HQYLURQPHQW�RI�OLEHUDO�FDSLWDO�DFFRXQWV��7KLV�DVSHFW�RI�OLEHUDOL]DWLRQ�KDV�PDGH�LW�HDV\�DQG�FXUUHQWO\�SURILWDEOH�IRU�EDQNV�WR�UDLVH�ERUURZHG�IXQGV�IURP�IRUHLJQ�VRXUFHV�DQG�WR�OHQG�WKHP�DW�VLJQLILFDQWO\�KLJKHU�UDWHV�QRZ�DYDLODEOH�ORFDOO\��� 7KLV�SURILW�PDUJLQ�GHSHQGV�RQ�WKH�FRQWLQXDWLRQ�RI�D�UHODWLYHO\�VWDEOH�QRPLQDO�H[FKDQJH�UDWH��%XW�VKRXOG�WKLV�FRQGLWLRQ�EH�EUHDFKHG��WKH�EDQNV�FRXOG�EH�VHULRXVO\�H[SRVHG�WR�ORVVHV�FDXVHG�E\�H[FKDQJH�UDWH�GHYDOXDWLRQ��$V�D�PLQLPXP��EDQN�VXSHUYLVRUV�QHHG�WR�HQVXUH�WKDW�WKH�EDQNV�WKHPVHOYHV�GR�QRW�EXLOG�XS�VLJQLILFDQW�XQPDWFKHG��RSHQ��IRUHLJQ�H[FKDQJH�SRVLWLRQV�L VRPHWKLQJ�ZKLFK�LQH[SHULHQFHG�IRUHLJQ�H[FKDQJH�EDQNV�PD\�ZHOO�EH�WHPSWHG�WR�GR��%XW�HYHQ�LI�WKH�EDQNV�WKHPVHOYHV�DUH�FRQWUROOHG�LQ�WKLV�ZD\��WKHLU�YXOQHUDELOLW\�WR�D�GHYDOXDWLRQ�FRXOG�VWLOO�EH�VHYHUH�LI�WKHLU�ERUURZHUV�WKHPVHOYHV�PDLQWDLQ�XQPDWFKHG�SRVLWLRQV��,Q�WKLV�FDVH��WKH�IDLOXUH�RI�VRPH�ERUURZLQJ�HQWHUSULVHV�WR�PHHW�WKHLU�UHSD\PHQW�REOLJDWLRQV��DV�FDXVHG�E\�D�GHYDOXDWLRQ�RI�WKH�'I[RVKCP�RQWPF��ZRXOG�KDYH�D�GRPLQR�HIIHFW�RQ�WKH�EDQNV��WKHUHE\�SURYRNLQJ�WKHLU�RZQ�GLVWUHVV�7KLV�LV�RQH�DUHD�ZKHUH�(J\SW�PD\�KDYH�PRVW�WR�OHDUQ�IURP�WKH�H[SHULHQFH�RI�WKH���������0H[LFDQ�FULVLV��:LWK�WKH�EHQHILW�RI�KLQGVLJKW��LW�VHHPV�WKDW�0H[LFDQ�DXWKRULWLHV�SODFHG�H[FHVVLYH�FRQILGHQFH�LQ�WKH�SURSRVLWLRQ�WKDW�WKH�GRPLQDQFH�RI�WKH�SULYDWH�HOHPHQW�LQ�WKH�KXJH�FDSLWDO�IORZV�UHFHLYHG�DIWHU�������� FRPELQHG�ZLWK�D�JUHDWO\�VWUHQJWKHQHG�
�� 7ZR�)68�FRXQWULHV��WKH�8NUDLQH�DQG�$UPHQLD��YLYLGO\�LOOXVWUDWH�WKLV�SRLQW��,Q�$UPHQLD�ZKHUH�ORDQ�ORVV�SURYLVLRQV�ZLWK�JHQHURXV�WD[�GHGXFWLELOLW\�ZHUH�LQWURGXFHG�HDUO\�LQ�������WKH�EDQNV�RQ�DYHUDJH�KDG�DFKLHYHG����SHUFHQW�SURYLVLRQLQJ�IRU�WKHLU�YHU\�KLJK�OHYHO�RI�FODVVLILHG�ORDQV�E\�WKH�HQG�RI�WKH�\HDU��,Q�WKH�8NUDLQH��E\�FRQWUDVW��ZKHUH�ORDQ�ORVV�SURYLVLRQLQJ�� EXW�ZLWKRXW�WD[�GHGXFWLELOLW\�� KDV�EHHQ�LQ�IRUFH�IRU�DERXW�WKH�VDPH�WLPH��RQO\�DERXW���SHUFHQW�RI�WKH�FODVVLILHG�ORDQV�RI�WKH�PDMRU�EDQNV�DUH�FXUUHQWO\�SURYLVLRQHG��� )RU�H[DPSOH��VLQFH�������WKHUH�KDV�EHHQ�D�GLIIHUHQWLDO�LQ�IDYRXU�RI�GRPHVWLF�UDWHV�RI�EHWZHHQ���DQG����SHUFHQWDJH�SRLQWV��� 7KRVH�H[SUHVVLQJ�FRQILGHQFH�GUHZ�D�FRQWUDVW�ZLWK�WKH�LQIORZV�DIWHU������DQG�LQIORZV�SULRU�WR�WKH������FULVLV��ZKHUH�WKH�EXON�RI�WKH�ERUURZLQJ�ZDV�E\��RU�OLQNHG�WR��WKH�SXEOLF�VHFWRU�
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EDQN�VXSHUYLVLRQ�SURFHVV��FRXOG�LQVXODWH�WKH�EXGJHW�IURP�WKH�HIIHFWV�RI�D�UHYHUVDO�RI�WKH�IORZV��,Q�UHDOLW\��WKH�ODUJH�RIILFLDO�VXSSRUW�WR�GLVWUHVVHG�EDQNV�LQ������LV�DUJXDEO\�DQ�LPSRUWDQW�LQJUHGLHQW�RI�WKH�0H[LFDQ�FULVLV�ZKLFK�RFFXUUHG�ODWHU�LQ�WKDW�VDPH�\HDU���7KH�OHVVRQ�WR�OHDUQ�LV�WKDW�ORDQ�FODVVLILFDWLRQ�KDV�WR�EH�GRQH�ZLWK�FRQVLGHUDEOH�FDUH�DQG�EH�EDVHG�RQ�WKH�UHSD\PHQW�FDSDFLW\�RI�ERUURZHUV��LQFOXGLQJ�DQ\�GRZQVLGH�ULVNV�DVVRFLDWHG�ZLWK�RYHU�H[SRVXUH�WR�IRUHLJQ�FXUUHQF\�ERUURZLQJV��,Q�ERWK�WKHVH�DQG�RWKHU�UHODWHG�DUHDV�RI�VWUHQJWKHQHG�EDQN�VXSHUYLVLRQ��WKH�OHJDF\�RI�UHODWLYHO\�OLPLWHG�EDQNLQJ�VNLOOV�ZLOO�PRVW�OLNHO\�FRPSURPLVH�WKH�SUREDELOLW\�RI�VXFFHVV��7KH�&HQWUDO�%DQN�RI�(J\SW�FDQQRW�H[SHFW�WR�FRQIURQW�D�XQLYHUVH�RI�VRSKLVWLFDWHG�EDQNHUV��IXOO\�DZDUH�RI�WKH�MXVWLILFDWLRQ�IRU�UHJXODWRU\�WLJKWHQLQJ�RI�WKH�W\SH�MXVW�GHVFULEHG��$Q�LQWHQVLYH�HGXFDWLRQDO�FDPSDLJQ�VKRXOG�WKHUHIRUH�EH�DQ�LPSRUWDQW�SDUW�RI�WKH�RYHUDOO�VWUDWHJ\��WKRXJK�RQH�RU�PRUH�PDMRU�EDQN�IDLOXUHV�PD\�XQIRUWXQDWHO\�RFFXU�DV�SDUW�RI�WKDW�HGXFDWLRQDO�SURFHVV�
9,,,��&DSLWDO�,QIORZV�DQG�'RPHVWLF�'HEW7KH�HIIRUW�RI�WKH�(J\SWLDQ�DXWKRULWLHV�WR�VWHULOL]H�FDSLWDO�LQIORZV�DIWHU������UHVXOWHG�LQ�D�VLJQLILFDQW�LQFUHDVH�LQ�RXWVWDQGLQJ�GRPHVWLF�GHEW�DQG�LQ�LWV�VKDUH�RI�WRWDO�SXEOLF�GHEW��:RUOG�%DQN�GDWD�LQGLFDWH�D�WRWDO�VWRFN�RI�GHEW�DW�WKH�HQG�RI������HTXLYDOHQW�WR�DERXW����SHUFHQW�RI�*'3��WZR�WKLUGV��RU����SHUFHQW�RI�*'3�FRPSDUHG�ZLWK����SHUFHQW�LQ�������RI�ZKLFK�ZDV�DFFRXQWHG�IRU�E\�GRPHVWLF�GHEW��DQG�WKH�EDODQFH�E\�H[WHUQDO�GHEW��DGMXVWHG�IRU�LWV�KLJK�FRQFHVVLRQDO�HOHPHQW��7KH�FRPSRVLWLRQ�DQG�JURZWK�RI�WKH�PDLQ�FRPSRQHQWV�RI�WKLV�GHEW�DUH�VKRZQ�LQ�7DEOH����7KLV�OHYHO�RI�GHEW�LV�QRW�DODUPLQJ LQ�LWVHOI�EXW�REYLRXV�GDQJHUV�H[LVW�ZKLFK�PXVW�EH�PRQLWRUHG�LQ�GHVLJQLQJ�WKH�QH[W�VWDJHV�RI�SROLF\�6JG�HKTUV�FCPIGT�KU�VJCV�VJG�CEEWOWNCVKQP�QH�FQOGUVKE�FGDV�KU�VQ�C�NCTIG�GZVGPV�VJG�OKTTQT�KOCIG�QH�ECRKVCN�KPHNQYU�CPF�VJG�NCTIG�CEEWOWNCVKQP�QH�QHHKEKCN�TGUGTXGU�YJKEJ�JCU�QEEWTTGF�FWTKPI�VJG�UCOG�RGTKQF��$WV��KP�VJG�NKIJV�QH�VJG�KPVGTGUV�FKHHGTGPVKCNU�YJKEJKDYH�SUHYDLOHG�VLQFH�������WKLV�PHWKRG�RI�DGGLQJ�WR�UHVHUYHV�LV�ILVFDOO\�H[SHQVLYH��WKH�\LHOG�RQ�WKH�UHVHUYHV�EHLQJ�PXFK�OHVV�WKDQ�WKH�LQWHUHVW�UDWH�RQ�GRPHVWLF�ERUURZLQJ�
�� 9LHZV�H[SUHVVHG�E\�*XLOOHUPR�2UWL]�DW�DQ�(FRQRPLF�'HYHORSPHQW�,QVWLWXWH�VHPLQDU�DUH�VXPPDUL]HG�LQ�5RH��������S������DV�IROORZV��³2UWL]�DUJXHG�WKDW�EHFDXVH�VR�PXFK�RI�WKH�FRUSRUDWH�ERUURZLQJ�RI�WKH�FRXQWU\�ZDV�QRZ�GRQH�XVLQJ�WKH�FRPSDQLHV¶�RZQ�SDSHU�UDWKHU�WKDQ�ERUURZLQJ�WKURXJK�WKH�EDQNV��VRPH�RI�WKH�HDUOLHU�ULVNV�RI�H[WHUQDO�ERUURZLQJ�KDG�EHHQ�OHVVHQHG��0RUH�VSHFLILFDOO\��KH�VDZ�QR�SDUWLFXODU�UHDVRQ�ZK\�WKH�FRPPHUFLDO�EDQNV�VKRXOG�EDLO�RXW�LQGXVWULDO�FRPSDQLHV�WKDW�IRXQG�WKHPVHOYHV�LQ�GLIILFXOWLHV�EHFDXVH�RI�LQWHUQDWLRQDO�IXQGV�EHLQJ�ZLWKGUDZQ�RU�GU\LQJ�XS��7KXV�WKH�JRYHUQPHQW�WRR�ZDV�LQVXODWHG�WR�VRPH�H[WHQW�IURP�WKH�OLNHOLKRRG�RI�WXUQLQJ�LPSOLFLW�JXDUDQWHHV�WR�EDQNV�LQWR�H[SOLFLW�SD\PHQWV�LI�GLIILFXOWLHV�HPHUJH�LQ�WKH�SULYDWH�VHFWRU�´�
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7DEOH����(J\SW¶V�'RPHVWLF�*RYHUQPHQW�'HEW�������������d(�ELOOLRQ�������� ������� ��,QFUHDVH7UHDVXU\�%RQGV��%LOOV�DQG�/RDQV ���� ���� �����1DWLRQDO�,QYHVWPHQW�%DQN ���� ���� �����(QHUJ\�%RQGV ��� ��� �����6RFLDO�,QVXUDQFH�)XQG�%RQGV ��� ��� �
7RWDO�'RPHVWLF�*RYHUQPHQW�'HEW ���� ����� �����7RWDO�LQ���ELOOLRQ ���� ���� L6RXUFH�0LQLVWU\�RI�)LQDQFH
'HSHQGLQJ�RQ�WKH�SDUW�RI�WKH�GRPHVWLF�GHEW�ZKLFK�LV�DVVRFLDWHG�ZLWK�VWHULOL]DWLRQ��WKH�ILVFDO�FRVW�FRXOG�EH�EHWZHHQ���DQG���SHUFHQW�RI�*'3��7KHUHIRUH��ZLWK�WDUJHWV�IRU�WKH�RYHUDOO�GHILFLW�QRZ�DW�RQO\�DERXW���SHUFHQW�RI�*'3��WKHUH�DUH�FOHDUO\�ILVFDO�FRQVWUDLQWV�RQ�WKH�DPRXQW�RI�IXUWKHU�VWHULOL]DWLRQ�ZKLFK�LV�SRVVLEOH��$V�QRWHG�HDUOLHU��WKH�VWUDWHJLF�HVFDSHIURP�WKLV�VHULRXV�GLOHPPD�FRXOG�OLH�LQ�VRPH�HDUO\�UHFRQILJXUDWLRQ�RI�LQIORZV�WR�JLYH�PRUH�SURPLQHQFH�WR�GLUHFW�UDWKHU�WKDQ�SRUWIROLR�IORZV�#�UGEQPF�FCPIGT�CTKUGU�HTQO�VJG�HCEV�VJCV�KV�KU�FKHHKEWNV�VQ�MPQY�JQY�OWEJ�QH�VJG�ECRKVCN�HNQYU�YJKEJ�JCXG�DGGP�UVGTKNK\GF�CTG�VTWG�CWVQPQOQWU�HNQYU�OQVKXCVGF�D[�'I[RVOU�LPSURYHG�IXQGDPHQWDOV�DQG�KRZ�PXFK�WKH\�DUH�PHUHO\�LQGXFHG�RQ�D�IUDJLOH�WHPSRUDU\�EDVLV�E\�WKH�IDYRUDEOH�LQWHUHVW�GLIIHUHQWLDO��0LFKDHO�'RROH\��LQ�FRPPHQWLQJ�RQ�WKH�SRVVLEOH�FDXVHV�RI�WKH�ODUJH�LQIORZV�LQWR�0H[LFR�LQ�WKH�HDUO\�����V��LGHQWLILHG�WKUHH�SRVVLEOH�H[SODQDWLRQV�RI�WKH�ODUJH�FDSLWDO�DFFRXQW�VXUSOXV��ZKLFK�DW�WKH�WLPH�ZHUH�HTXDO�WR���SHUFHQW�RI�*'3��7KH�ILUVW�ZDV�D�VLJQLILFDQW�LPSURYHPHQW�LQ�WKH�IXQGDPHQWDOV�RI�JURZWK�DQG�LQIODWLRQ�LQ�WKH�UHFLSLHQW�FRXQWU\��7KH�VHFRQG�ZDV�D�VSHFXODWLYH�EXEEOH�ZKHUHE\�PDLQO\�SRRUO\�LQIRUPHG�SULYDWH�LQYHVWRUV�ZHUH�SOD\LQJ�D�IROORZ�WKH�OHDGHU�W\SH�RI�VWUDWHJ\�EDVHG�RQO\�SHULSKHUDOO\��LI�DW�DOO��RQ�HFRQRPLF�IXQGDPHQWDOV��7KH�WKLUG��ZKLFK�KH�DUJXHG�IURP�WKH�YDQWDJH�SRLQW�RI�)HEUXDU\������DQG�ZKLFK�ZDV�WKH�PRVW�FUHGLEOH��ZDV�WKDW�WKH�PRQHWDU\�DXWKRULWLHV�WKHPVHOYHV��YLD�WKHLU�LQWHUHVW�DQG�H[FKDQJH�UDWH�SROLFLHV��ZHUH�FUHDWLQJ�DUELWUDJH�RSSRUWXQLWLHV��)RUHLJQ�LQYHVWRUV�ZHUH�PRUH�WKDQ�KDSS\�WR�H[SORLW�WKHVH�RSSRUWXQLWLHV�XQWLO�WKH�LPSOLFLW�JXDUDQWHHV�XQGHUSLQQLQJ�WKHP��KLJK�LQWHUHVW�UDWHV�DQG�D�VWDEOH�RU�DSSUHFLDWLQJ�FXUUHQF\��ZHUH�UHPRYHG��,W�LV�WKLV�ODVW�SRVVLELOLW\�DERYH�DOO�
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WKDW�WKH�(J\SWLDQ�DXWKRULWLHV�QHHG�WR�EH�DZDUH�RI�VLQFH�FDSLWDO�IORZV�PRWLYDWHG�LQ�WKLV�ZD\�DUH�DOPRVW�FHUWDLQ�WR�VXIIHU�D�UDSLG�UHYHUVDO�DW�VRPH�IXWXUH�GDWH�$�WKLUG�SRLQW�LV�WKDW�WKH�DULWKPHWLF�RI�GHEW�G\QDPLFV�LQGLFDWHV�TXLWH�D�QXPEHU�RI�ZD\V�LQ�ZKLFK�WKH�SUHVHQW�GHEW�UDWLR��GHEW�*'3��PLJKW�ULVH�HYHQ�LI�WKHUH�LV�QR�IXUWKHU�VWHULOL]DWLRQ�RI�LQIORZV��2QH�ZD\�ZRXOG�EH�LI�WKH�DXWKRULWLHV�FRQGXFWHG�WKHLU�PRQHWDU\�SROLFLHV�LQ�VXFK�D�PDQQHU�WKDW�QRPLQDO�LQWHUHVW�UDWHV�RQ�GRPHVWLF�ERUURZLQJV�URVH�DERYH�WKH�ORQJ�WHUP�JURZWK�UDWH�RI�WKH�HFRQRP\��7KLV�LV�VRPHWKLQJ�WKDW�FRXOG�HYHQ�KDSSHQ�E\�DFFLGHQW�LQ�D�V\VWHP�VXFK�DV�(J\SW¶V�ZKHUH�PXFK�RI�WKH�GHEW�LV�VKRUW�WHUP��ZKHUH�WKH�DXWKRULWLHV�DUH�UHODWLYHO\�XQXVHG�WR�LQGLUHFW�PHWKRGV�RI�PRQHWDU\�FRQWURO�DQG��E\�DOO�DFFRXQWV��DUH�DOVR�SRRUO\�VXSSOLHG�ZLWK�WKH�WLPHO\�LQIRUPDWLRQ�IORZV�QHHGHG�WR�XVH�WKHVH�PHWKRGV�ZLWK�SUHFLVLRQ��:HUH WKLV�WR�KDSSHQ��WKH�RYHUDOO�GHILFLW�FRXOG�ULVH�TXLWH�IDVW��HYHQ�LI�WKH�SULPDU\�GHILFLW�VWD\HG�ORZ��7KLV�LQ�WXUQ�PD\�OLNHO\�EULQJ�UHQHZHG�SUHVVXUHV�WR�PRQHWL]H�WKH�GHILFLW�WR�DYRLG�IXUWKHU�EXLOG�XS�RI�GHEW��WKHUHE\�UDSLGO\�UHYHUVLQJ�WKH�FUHGLELOLW\�RI�WKH�DXWKRULWLHV��)XUWKHUPRUH��WKHUH�LV�FRQVLGHUDEOH�DPELJXLW\�DERXW�(J\SW¶V�SURVSHFWV�IRU�DFFHOHUDWLQJ�LWV�JURZWK�UDWH�DERYH�WKH�UHODWLYHO\�PRGHVW�OHYHOV�RI�WKH�HDUO\�����V��:KLOH�WKHUH�LV�PXFK�HXSKRULD�DERXW�WKH�VXFFHVVHV�DFKLHYHG��HYHQ�VHQLRU�RIILFLDOV�DFNQRZOHGJH�WKDW�³WKHUH�LV�QRW�\HW�D�WLJHU�RQ�WKH�1LOH�´�*URZWK�LQ�WKH�UHJLRQ�RI�����SHUFHQW�SHU�DQQXP�ZLOO�FHUWDLQO\�QHHG�D�PRUH�VXFFHVVIXO�DQG�GLYHUVLILHG�H[SRUW�SHUIRUPDQFH��%XW�WKLV�LQ�WXUQ�ZLOO�UHTXLUH�VXEVWDQWLDOO\�KLJKHU�LQYHVWPHQW��ZLWK�PXFK�RI�LW�ILQDQFHG�WKURXJK�ODUJH�LQFUHDVHV�LQ�WKH�GRPHVWLF�VDYLQJV�UDWH��$Q�HFRQRP\�EXR\HG�XS�RQ�KLJK�OHYHOV�RI�IRUHLJQ�SRUWIROLR�LQIORZV�DQG�D�VWURQJ�H[FKDQJH�UDWH�GRHV�QRW�FUHDWH�PXFK�RI�DQ�LQFHQWLYH�HLWKHU�IRU�LQFUHDVHG�VDYLQJV�RU�IRU�LQFUHDVHG�H[SRUW�DFWLYLW\��7KH�REYLRXV�GDQJHU�LV�WKDW�WKH�LQIORZV�OHDG�WR�H[FHVVLYH�FRQVXPSWLRQ�DQG�WR�D�GHEW�EXUGHQ�ZKLFK�LV�H[FHVVLYH�LQ�UHODWLRQ�WR�WKH�FRXQWU\¶V�H[SRUW�HDUQLQJ�FDSDELOLWLHV�$QRWKHU�ZD\�LQ�ZKLFK�WKH�GHEW�VLWXDWLRQ�FRXOG�JHW�RXW�RI�KDQG�ZRXOG�EH�LI�WKH�SULPDU\�EXGJHW�GHILFLW�QHHGHG�WR�ULVH�TXLWH�UDSLGO\�WR�GHDO�ZLWK�WKH�UHVROXWLRQ�RI�DQ��DV�\HW��XQUHFRJQL]HG�ILVFDO�REOLJDWLRQ��7KH�PDLQ�WULJJHU�RI�WKLV�QHZ�REOLJDWLRQ�FRXOG�EH�DQ�HQIRUFHG�UHFDSLWDOL]DWLRQ�RI�VRPH�RI�WKH�ODUJH�VWDWH�EDQNV�LQ�UHVSRQVH�WR�D�EDQNLQJ�FULVLV��(YHQ�D�RQFH�IRU�DOO�VKRFN�VXFK�DV�WKLV�FRXOG�DGG�VXEVWDQWLDOO\�WR�WKH�WRWDO�VWRFN�RI�GHEW��7KLUG��ZLWK�D�ODUJH�DPRXQW�RI�GRPHVWLF�GHEW�KHOG�E\�IRUHLJQHUV��D�EDQNLQJ�FULVLV�RU�DQ�H[WHUQDO�VKRFN��LQFOXGLQJ�SRVVLEOH�DGYHUVH�GHYHORSPHQWV�LQ�0LGGOH�(DVW�SROLWLFV��FRXOG�FDXVH�SUREOHPV�LQ�UHILQDQFLQJ�PDWXULQJ�LVVXHV�DQG��DJDLQ��SUHVVXUH�WR�PRQHWL]H�GHILFLWV�
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7KHVH�FRQFHUQV�KDYH�LPSRUWDQW�LQVWLWXWLRQDO�DQG�WHFKQLFDO�LPSOLFDWLRQV�RI�ZKLFK�RQO\�D�IHZ�DUH�PHQWLRQHG�KHUH��7KH�RYHUULGLQJ�RQH�LV�WKDW�WKH�&HQWUDO�%DQN�PXVW PRYH�UDSLGO\�WR�LPSURYH�LWV�PRQLWRULQJ�DQG�LQWHUYHQWLRQ�VNLOOV�WR�DFKLHYH�D�YHU\�KLJK�OHYHO�RI�FRPSHWHQFH��7KH�LQIRUPDWLRQ�IORZV�ZKLFK�DOHUW�LW�WR�DOO�WKH�QRQ�GLVFUHWLRQDU\�LQIOXHQFHV�RQ�UHVHUYH�PRQH\��IRU�H[DPSOH��QHW�UHFHLSWV�DQG�SD\PHQWV�WKURXJK�WKH�JRYHUQPHQW¶V�RZQ�DFFRXQWV��LQFOXGLQJ�RSHUDWLRQV�LQ�VHFXULWLHV�DQG�QRQ�LQWHUYHQWLRQ�WUDQVDFWLRQV�LQ�IRUHLJQ�H[FKDQJH��QHHG�WR�EH�DEVROXWHO\�ILUVW�UDWH�DQG�H[WUHPHO\�SURPSW�LQ�WKHLU�DYDLODELOLW\��,Q�SDUWLFXODU��WKH�REIXVFDWLRQ�ZKLFK�RIWHQ�DFFRPSDQLHV�WKH�OLNHO\�ILVFDO�FRVWV�RI�EDQN�UHVFXHV�DQG�RWKHU�TXDVL�ILVFDO�LQWHUYHQWLRQV�QHHGV�WR�EH�NHSW�WR�D�PLQLPXP�� WKH�PRQHWDU\�VXUSULVHV�FRQWULEXWLQJ�WR�0H[LFR¶V������FULVLV�SDUWO\�DURVH�IURP�IDLOXUH�LQ�WKLV�GHSDUWPHQW��6HFRQG��WKH�&HQWUDO�%DQN�QHHGV�WR�KDYH�UHDO�FRQWURO�RYHU�WKH�VXSSRVHG�³GLVFUHWLRQDU\´�HOHPHQWV�RI�WKH�PRQHWDU\�EDVH��IRU�H[DPSOH��FHQWUDO�EDQN�GLVFRXQWLQJ�RI�EDQN�ORDQV��VKRUW�WHUP�PRQH\�PDUNHW�LQWHUYHQWLRQV��DQG�WKH�DPRXQWV�DQG�WHUPV�RI�OHQGLQJ�WR�WKH�JRYHUQPHQW���7KLUG��WKH�FRQVLGHUDEOH�FRPSOH[LW\�RI�PRQH\�PDQDJHPHQW�LQ�WKH�PRUH�RSHQ�HQYLURQPHQW�LQ�ZKLFK�(J\SW�KDV�QRZ�FKRVHQ�WR�RSHUDWH�QHHGV�WKH�JXLGDQFH�RI�YHU\�FOHDU�DQG�XQDPELJXRXV�SROLF\�WDUJHWV�VXSSRUWHG�E\�D�JUHDW�GHDO�RI�VHULRXV�HFRQRPLF�DQG�HFRQRPHWULF�DQDO\VLV��'LIIHUHQW�HFRQRPLF�REMHFWLYHV�ZKLFK�ILJXUH�SURPLQHQWO\�LQ�WKH�VWDWHPHQWV�RI�OHDGLQJ�SROLF\�PDNHUV��KRZHYHU�OHJLWLPDWH��JLYH�ULVH�WR�VHULRXV�DPELJXLWLHV�DERXW�WKH�FRUUHFW�VWDQFH�RI�PRQHWDU\�SROLFLHV��)RU�H[DPSOH��WKH�FDOO�IRU�LQWHQVLILHG�H[SRUW�HDUQLQJV�UHTXLUHV�VRPH�UHOD[DWLRQ�RI�PRQHWDU\ SROLF\�WR�SURPSW�D�PRUH�FRPSHWLWLYH�H[FKDQJH�UDWH��ZKLOH�WKH�FDOO�IRU�FRQWLQXHG�GLOLJHQFH�UHJDUGLQJ�LQIODWLRQ�UHTXLUHV�WKH�RSSRVLWH��7KH�LPSURYHG�LQYHVWPHQW�WDUJHW�FDOOV�IRU�HDVLHU�PRQH\�WR�JHQHUDWH�VRPHZKDW�ORZHU�UHDO�LQWHUHVW�UDWHV��ZKLOH�WKH�QHHG�IRU�LPSURYHG�VDYLQJV�FDOOV�IRU�WKH�RSSRVLWH��$OO�RI�WKHVH�FRPSOH[LWLHV�DUH�IXUWKHU�RYHUODLG�E\�WKH�QHHG�IRU�JUHDW�GLOLJHQFH�LQ�WKH�PDQDJHPHQW�RI�H[WHUQDO�GHEW�DQG�WKH�FORVH�OLQN��DOUHDG\�GLVFXVVHG�DERYH��EHWZHHQ�WKH�EXLOG�XS�RI�GHEW�DQG�WKH�UDWH�RI�HFRQRPLF�JURZWK�(FRQRPLF�PDQDJHPHQW�IRU�WKH�QH[W�IHZ�\HDUV�ZLOO�EH�YHU\�GLIILFXOW�VLQFH�LW�QHHGV�WR�IDFWRU�LQ�PDMRU�VWUXFWXUDO�FKDQJHV��WKH�IXOO�LPSDFWV�RI�ZKLFK�DUH�LQHYLWDEO\�GLIILFXOW�WR�IRUHVHH��DQG�QHHGV�WR�EH�FRQGXFWHG�LQ�DQ�LQVWLWXWLRQDO�HQYLURQPHQW�RI�ILQDQFLDO�PDUNHWV�ZKLFK�LV�VWLOO�EHLQJ�VKDSHG��7KLV�PDQDJHPHQW��KRZHYHU��FDOOV�IRU�D�JUHDWO\�HQKDQFHG�FDSDFLW\�IRU�DQDO\VLV�VR�WKDW�WKH�QDWXUH�RI�WKHVH�QXPHURXV�WUDGH�RIIV�FDQ�EH�IXOO\�GRFXPHQWHG�DQG�LQFRUSRUDWHG�LQWR�GHFLVLRQ�PDNLQJ��,W�DOVR�FDOOV�IRU�GHFLVLRQ�PDNLQJ�
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SURFHGXUHV�WKDW�OHDG�WR�UHVROXWH�DQG�ODUJHO\�XQDPELJXRXV�MXGJPHQWV�DERXW�WKH�VSHFLILF�SROLF\�WDUJHWV�ZKLFK�VKRXOG�EH�SULRULWL]HG�DQG�KRZ�SROLF\�OHYHUV�VKRXOG�EH�XVHG�WR�DFKLHYH�WKHVH�WDUJHWV��0XOWLSOH�DQG�SRVVLEO\�LQFRQVLVWHQW�REMHFWLYHV�FDQ�EH�YHU\�GDQJHURXV�ZKHQ�D�FRXQWU\�LV�EHJLQQLQJ�WR�UHO\��DV�(J\SW�LV��RQ�VRPHWKLQJ�DV�FDSULFLRXV�DV�LQWHUQDWLRQDO�FDSLWDO�PRYHPHQWV�
,;��&RQFOXVLRQ(J\SWLDQ�DXWKRULWLHV�KDYH�PDGH�DQ�LPSUHVVLYH�VWDUW�LQ�OLEHUDOL]LQJ�WKH�FRXQWU\¶V�ILQDQFLDO�VHFWRU�DQG�WKHUHE\�XQGRLQJ�PRUH�WKDQ�WKUHH�GHFDGHV�RI�JHQHUDOO\�LQWHUYHQWLRQLVW�SROLFLHV��7KH�IXQGDPHQWDO�EXLOGLQJ�EORFNV�RI�WKLV�OLEHUDOL]DWLRQ�VHHP�WR�KDYH�EHHQ�ZHOO�ODLG��7KH\�LQFOXGH�WKH�UHGXFHG�ILVFDO�GHILFLW��WKH�XQLILFDWLRQ�DQG�IUHHLQJ�RI�WKH�H[FKDQJH�UDWH��WKH�IUHHLQJ�RI�LQWHUHVW�UDWHV�DQG�OHQGLQJ�GHFLVLRQV�IURP�DGPLQLVWUDWLYH�FRQWURO��DQG�WKH�LQLWLDO�SULYDWL]DWLRQ�RI�ODUJH�EDQNV�ZKLFK�KDV�UHPRYHG�VRPH�RI�WKH�H[WHQVLYH�RZQHUVKLS�OLQNV�EHWZHHQ�EDQNV�� RQH�OLNHO\�FDXVH�RI�XQFRPSHWLWLYH�EDQNLQJ�7KH�EHQHILWV�RI�WKLV�UHIRUP�SURJUDP�DUH�DOVR�EHJLQQLQJ�WR�VKRZ��,QIODWLRQ�FRQWURO�KDV�EHHQ�DFKLHYHG�FRQVLVWHQWO\�ZLWK�JURZWK�UDWHV�VLQFH�������ZKLFK�KDYH�EHHQ�VWURQJ�LI�QRW�VSHFWDFXODU��7KHUH�LV�DOVR�DQ�REYLRXV�LPSURYHPHQW�LQ�FRQILGHQFH�LQ�WKH�ORFDO�FXUUHQF\��6WRFN�PDUNHW�DFWLYLW\��VXSSRUWHG�E\�D�QXPEHU�RI�SURPLQHQW�SULYDWL]DWLRQV��KDV�EHHQ�TXLWH�EXR\DQW��&DSLWDO�IORZV�LQWR�WKH�HFRQRP\�KDYH�DOVR�EHHQ�PXFK�VWURQJHU�WKDQ�LQ�WKH�SDVW��$V�WKLV�SDSHU��KRZHYHU��KDV�HQGHDYRUHG�WR�SRLQW�RXW��WKH�WUDQVIRUPDWLRQ�RI�WKH�(J\SWLDQ�ILQDQFLDO�VHFWRU�LQWR D�PRGHUQ�PDUNHW�RULHQWHG�V\VWHP�LV�VWLOO�LQ�LWV�LQIDQF\��(J\SW�VWLOO�GLYHUJHV�FRQVLGHUDEO\�LQ�LWV�PDLQ�FKDUDFWHULVWLFV�IURP�WKH�ERRPLQJ�HFRQRPLHV�IRXQG�LQ�(DVW�$VLD�DQG�LQ�D�IHZ�RWKHU�GHYHORSLQJ�HFRQRPLHV��,WV�VDYLQJV�UDWH�DW�RQO\�DERXW����SHUFHQW�RI�*'3�LV�PXFK�ORZHU��7KH�GHILFLW�EHWZHHQ�GRPHVWLF�VDYLQJV�DQG�GRPHVWLF�LQYHVWPHQW�LV�ODUJH��$QG��RIILFLDO�GHYHORSPHQW�DVVLVWDQFH�LV�VWLOO�ODUJH�UHODWLYH�WR�SULYDWH�)',�DQG�RWKHU�FDSLWDO�IORZV��0RUHRYHU��DV�D�EULHI�UHYLHZ�RI�RWKHU�FRXQWU\�H[SHULHQFHV�VKRZV��WKHUH LV�QR�VPRRWK�OLQHDU�WUDQVLWLRQ�IURP�WKH�FXUUHQW�ILQDQFLDO�V\VWHP�WR�WKH�ODUJHU�DQG�GHHSHU�V\VWHP�ZKLFK�D�PRGHUQ�PDUNHW�RULHQWHG�HFRQRP\�QHHGV��7KH�HFRQRPLF�FKDQJHV�ZKLFK�SROLF\�FDQ�LQIOXHQFH�VKRXOG�JR�KDQG�LQ�KDQG�ZLWK�LQVWLWXWLRQDO�DQG�DWWLWXGLQDO�FKDQJHV�ZKLFK�DUH�SRWHQWLDOO\�PXFK�PRUH�GLIILFXOW�WR�EULQJ�DERXW��3ROLF\�PDNHUV�PXVW�FRQWLQXH�WR�ZRUN�KDUG�WR�EXLOG�RQ�WKH�IRXQGDWLRQV�WKH\�KDYH�ODLG�WKXV�IDU�
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7KLV�SDSHU�KDV�VWUHVVHG�MXVW�D�IHZ�RI�WKH�SUREOHPV�SROLF\�PDNHUV�ZLOO�IDFH��)LUVW��WKH�QHZ�RSSRUWXQLWLHV�DVVRFLDWHG�ZLWK�FDSLWDO�LQIORZV�QHHG�WR�EH�PDQDJHG�FDUHIXOO\�WR�HQVXUH�WKDW�WKHVH�IORZV�ILQG�WKHLU�ZD\�LQWR�SURGXFWLYH�LQYHVWPHQW�DQG�GR�QRW�EHFRPH�WKH�FDXVH�RI�VRPH�IXWXUH�PDFURHFRQRPLF�LQVWDELOLW\��DV�ZDV�WKH�FDVH�LQ�0H[LFR��,Q�SDUWLFXODU��WKH�SUHVHQW GRPLQDQFH�RI�SRUWIROLR�IORZV�RYHU�GLUHFW�LQYHVWPHQW�IORZV�VKRXOG�EH�UHJDUGHG�DV�GHVLUDEOH�RQO\�LQ�WKH�VKRUW�WHUP�DQG�DV�QHHGLQJ�UHYHUVDO�LQ�WKH�PHGLXP�DQG�ORQJHU�WHUP��3ROLFLHV�VXFK�DV�SULYDWL]DWLRQ�QHHG�WR�EH�PRWLYDWHG�LQ�WKLV�OLJKW��7KLV�UHTXLUHV�D�FDUHIXO�DQG�WHFKQLFDOO\�GLIILFXOW�EDODQFLQJ�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�DQG�VRPH�UHDVVHVVPHQW�RI�WKH�VWUXFWXUDO�UROH�RI�WKH�SXEOLF�VHFWRU�LQ�WKH�HFRQRP\��6HFRQG��WKHUH�KDV�WR�EH�D�UHDOLVWLF�DVVHVVPHQW�DQG�PDQDJHPHQW�RI�WKH�EURDG�ILVFDO�VLWXDWLRQ��LQFOXGLQJ�FRQWLQJHQW�JRYHUQPHQW�OLDELOLWLHV�KLGGHQ�IRU�WKH�PRPHQW�LQ�ODUJH�XQUHYHDOHG�EDG�ORDQV�LQ�VRPH�PDMRU�EDQNV��+LJKHU�SULRULW\�VKRXOG�EH�JLYHQ�WR�WKH�&HQWUDO�%DQN¶V�DFFRXQWLQJ��UHSRUWLQJ��DQG�VXSHUYLVLRQ�RI�FRPPHUFLDO�EDQNV�DQG�WR�DQ�HQKDQFHG�VRSKLVWLFDWLRQ�RI�WKH�WHFKQLTXHV�RI�VXSHUYLVLRQ�ZKLFK�LW�HPSOR\V��7KLUG��WKH�GRPHVWLF�GHEW�RI�WKH�HFRQRP\�KDV�QRZ�DVVXPHG�D�PXFK�JUHDWHU�TXDQWLWDWLYH�LPSRUWDQFH�DQG�ZLOO�QHHG�WR�EH�PDQDJHG�VRPHZKDW�GLIIHUHQWO\�LI�WKH�ILVFDO�FRVWV�RI�WKLV�GHEW�DUH�WR�EH�NHSW�LQ�UHDVRQDEOH�ERXQGV��DQG�WKH�ULVNV�RI�XQFRQWUROODEOH�GHEW�JURZWK�DYRLGHG��)RXUWK��WKH�UROH�RI�WHFKQLFDO�HFRQRPLF�DQDO\VLV�DQG�WKH�LQVWLWXWLRQV�ZKLFK�SURYLGH�LW�PXVW�WDNH�RQ�D�FRPSOHWHO\�GLIIHUHQW�DQG�JUHDWHU�UROH�LQ�WKH�PRUH�RSHQ�HQYLURQPHQW�ZKLFK�(J\SW�KDV�QRZ�FKRVHQ��7KHUH�LV�ILQDOO\�WKH�RYHU�DUFKLQJ�SUREOHPV�DVVRFLDWHG�ZLWK�WKH�FRQWLQXHG�ODUJH�GHSHQGHQFH�RI�WKH�SURGXFWLYH�HFRQRP\�RQ�VWDWH�HQWHUSULVHV��PDQ\�RI�ZKLFK�DUH�XQSURILWDEOH�DV�ZHOO�DV�HFRQRPLFDOO\�LQHIILFLHQW��7KHLU�SULYDWL]DWLRQ�PD\�EH�GLIILFXOW�DQG�WKHLU OLTXLGDWLRQ�HYHQ�PRUH�GLIILFXOW��EXW�WKHLU�FRQWLQXHG�VXSSRUW�HLWKHU�E\�GLUHFW�ILVFDO�WUDQVIHUV�RU�WKURXJK�³VRIW´�OHQGLQJ�E\�EDQNV�ZLOO�EH�ZKROO\�FRXQWHUSURGXFWLYH��DQG�ZLOO�XQGHUPLQH�VRXQG�VROXWLRQV�WR�RWKHU�SUREOHPV��7KHLU�UHVWUXFWXULQJ�VKRXOG�WKHUHIRUH�DSSHDU�KLJK�RQ�WKH�DJHQGD�LQ�WKH�QH[W�VWDJHV�RI�ILQDQFLDO�VHFWRU�OLEHUDOL]DWLRQ�LI�WKH�KLJK�KRSHV�IRU�WKLV�SURFHVV�DUH�WR�EH�UHDOL]HG��
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5HIHUHQFHV$GDPV��'DOH���������³7DNLQJ�D�)UHVK�/RRN�DW�,QIRUPDO�)LQDQFH�´�LQ�3KLOLSSH�&DOOLHU��HG����)LQDQFLDO�6\VWHPV�DQG�'HYHORSPHQW�LQ�$IULFD��(',�6HPLQDU�6HULHV��:RUOG�%DQN��:DVKLQJWRQ��'�&�
$WL\DV��,]DN��*HUDUG�&DSULR�DQG�-DPHV�+DQVRQ���������³)LQDQFLDO�5HIRUP��/HVVRQV�DQG�6WUDWHJLHV�´�LQ�6KDNLO�)DUXTL���HG�� )LQDQFLDO�6HFWRU�5HIRUPV�LQ�$VLDQ�DQG�/DWLQ�$PHULFDQ�&RXQWULHV��(',�6HPLQDU�5HSRUW�
)LQDQFLDO�7LPHV���������³$�&KHDS�DQG�&KHHUIXO�0DUNHW�´�7KH�%DQNHU��-XO\�
*LXJDOH��0�0��DQG�+��0REDUDN���������3ULYDWH�6HFWRU�'HYHORSPHQW�LQ�(J\SW��7KH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR�3UHVV��&K����
+DQVRQ��-�$���DQG�&��1HDO���������³$�5HYLHZ�RI�,QWHUHVW�5DWH�3ROLF\�LQ�6HOHFWHG�'HYHORSLQJ�&RXQWULHV������������´�:RUOG�%DQN�5HVHDUFK�5HSRUW��1R��������:RUOG�%DQN��:DVKLQJWRQ�'�&�
0DWKLHVRQ��'�-��DQG�5��0F.LQQRQ���������³+RZ�WR�0DQDJH�D�5HSUHVVHG�(FRQRP\�´�3ULQFHWRQ�3DSHUV�LQ�,QWHUQDWLRQDO�)LQDQFH��
0LQLVWU\�RI�(FRQRP\�DQG�,QWHUQDWLRQDO�&RRSHUDWLRQ���������(J\SW�(FRQRPLF�3URILOH��&DLUR�
0RKLHOGLQ��0DKPRXG���������³&DXVHV��0HDVXUHV�DQG�,PSDFW�RI�6WDWH�,QWHUYHQWLRQ�LQ�WKH�)LQDQFLDO�6HFWRU��7KH�(J\SWLDQ�([SHULHQFH�´�SDSHU�SUHVHQWHG�DW�WKH�FRQIHUHQFH�RQ�7KH�&KDQJLQJ�5ROH�RI�WKH�6WDWH�LQ�(FRQRPLF�'HYHORSPHQW�DQG�*URZWK��5DEDW��0RURFFR��-DQXDU\�
2UWL]��*XLOOHUPR���������DV�TXRWHG�LQ�$ODQ�5��5RH�³6HPLQDU�3URFHHGLQJV��$�6XPPDU\�´�LQ�6KDNLO�)DUXTL��HG��� )LQDQFLDO�6HFWRU�5HIRUPV��(FRQRPLF�*URZWK�DQG�6WDELOLW\��(',�6HPLQDU�5HSRUW�
5RH��$ODQ���������³6RPH�7KHRU\�&RQFHUQLQJ�WKH�5ROH�DQG�)DLOLQJV�RI�)LQDQFLDO�,QWHUPHGLDWLRQ�LQ�'HYHORSLQJ�&RXQWULHV�´�LQ�9�9��%KDWW��HG��� &DSLWDO�0DUNHW�,PSHUIHFWLRQV�DQG�(FRQRPLF�'HYHORSPHQW��:RUOG�%DQN��:DVKLQJWRQ�'�&�
6RFKHQ��3HWHU���������³7KH�%DQNLQJ�6\VWHP�LQ�8NUDLQH�´ &HQWHU�IRU�6RFLDO�DQG�(FRQRPLF�5HVHDUFK��6WXGLHV�DQG�$QDO\VLV�3DSHU�1R������:DUVDZ��0DUFK�
86$,'���������³3ULYDWL]DWLRQ�3URMHFW�´�0RQWKO\�5HSRUW��-XO\�
:RUOG�%DQN���������³7KH�(DVW�$VLDQ�0LUDFOH��(FRQRPLF�*URZWK�DQG�3XEOLF�3ROLF\�´�3ROLF\�5HVHDUFK�5HSRUW��:RUOG�%DQN��:DVKLQJWRQ�'�&���-XO\�
:RUOG�%DQN���������³(J\SW��)LQDQFLDO�3ROLF\�IRU�$GMXVWPHQW�DQG�*URZWK�´�5HSRUW�1R��������*7��:RUOG�%DQN��:DVKLQJWRQ�'�&���6HSWHPEHU�
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